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Editorial Comment 


A FAVORABLE BUSINESS YEAR 


it began, nothwithstanding the 

last half of it was occupied with 
a Presidential campaign of exceptional 
intensity. While the campaign did 
for several weeks distract attention 
from business to some extent, the evil 
results supposed to attach to such con- 
tests were not in evidence. This was 
due, no doubt, to the fact that radical 
measures were missing from the plat- 
forms of the two leading parties. The 
most that the party in power could 
claim for itself was that those respon- 
sible, as was claimed, for existing pros- 
perity should be allowed to hold on, 
and that protection was safer in the 
hands of its parents and time-tried 
friends than it would be if entrusted to 
new converts to the doctrine. True, it 
was sought to make it appear that some 
of Governor Smith’s proposals in re- 
lation to water power were socialistic, 
but he neatly turned the tables on his 
accusers by producing support of his 
views by unimpeachable Republican au- 
thority. The campaign of 1928 was 
marked by the absence of radical pro- 
posals. So this threat to our prosperity 
did not exist. 

Such major industries as steel, build- 
ing and automobiles have been at or 
close to top notch, while agricultural 
production was generally near the re- 
cord. In industrial production there 
have been some branches that have not 
shared in the general prosperity, al- 
though even these showed improvement 
toward the end of the year. 

Farmers and the workers in indus- 
try generally have done their part in 
establishing the highly favorable re- 
cord for the year 1928. So stimulating 
have been the results of their efforts 


Te year 1928 ended better than 


that speculation has risen to heights 
never reached before. And it is some- 
what paradoxical that the fear upper- 
most in the public mind—or rather 
among those who have given careful 
thought to the matter—is that specula- 
tion may proceed to such extremes as 
to endanger the whole situation, as an 
indirect outcome of the year’s excep- 
tional prosperity. 

If the banks—Federal Reserve and 
others—have much concern or control 
over speculation, they seem not to have 
given much evidence of it during the 
last year. There was a marked ad- 
vance in the call loan rate, which 
seemed ineffective. The banks may 
well claim that they cannot make the 
foolish wise, but they can at least take 
measures assuring their own safety and 
the healthfulness of the business com- 
munity. Have they neglected these 
primary duties in order to reap the 
profits which an active demand and 
high rates for speculative loans offered? 
Time will tell. 

Making allowance for the situation 
just outlined, it will be seen that the 
year 1928 was a good one, and the 
outlook for the new year is promising. 


THE PRESIDENTIAL CAMPAIGN 
IN RETROSPECT 


S the Presidential campaign of 
A recedes into the background 
of history, it is possible to view 

it more calmly than when the contest 
was raging. Such a consideration 
ought to have some value, for the issues 
of a campaign are not wholly settled 
when the canvass has ended. We still 
have with us the problem of farm re- 
lief, the tariff, improvement of water- 
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ways and prohibition—to mention only 
a few of the issues about which all of 
us were so much concerned but a few 
short months ago. All that the elec- 
tion settled was that these matters 
would be dealt with by Mr. Hoover 
and the Republicans instead of by Mr. 
Smith and the Democrats. As the ex- 
citement superinduced by the campaign 
has evaporated, it is perhaps not trea- 
sonable to observe that the difference 
which this represents will be much less 
than party orators and candidates 
sought to make us believe. The policy 
of one party and the ability of one 
candidate may be superior to that on 
the other side, but so long as no radical 
or extreme proposals are up for con- 
sideration—and they were lacking in 
the recent campaign—it can hardly be 
said with justice that prosperity for 
the. country vitally depends upon the 
triumph of a particular party. Yet 
the prosperity argument was one used 
with great effect in the last campaign. 
Voters were frightened by the asser- 
tion that business would be disturbed 
should the tariff be revised by its 
enemies instead of by its friends. The 
Democrats sought to minimize the effect 
of this by pointing out that they were 
not hostile to protection. They had 
forgotten, apparently, that the only two 
Democrats elected to the Presidency 
since 1856 had been elected largely be- 
cause of their antagonism to a high 
tariff. 

Considered purely in its historical 
aspect, some of the features of the 
recent campaign are of unusual interest. 
For there were issues involved com- 
paratively new to American politics, or 
at least that have not arisen in any re- 
cent campaigns. In the first place, 
there was the question of prohibition, 
which, while not strictly a direct issue, 
nevertheless figured in the campaign to 
an important extent. This issue was 
not raised in the Democratic platform, 
but by Governor Smith in his accep- 
tance speech, in which he favored a 
more liberal policy respecting the liquor 
trafic. It was no doubt expected that 
this action would win votes in the large 
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cities where the “wet” sentiment was 


strong. This expectation was only 
partly realized. On the other hand, it 
lost to the Democratic candidate the 
support of the rural sections, particu- 
larly in the South, which is generally 
Democratic. 

The end of the controversy over pro- 
hibition has not yet been reached, but 
it may be said that at present a repeal 
of the Eighteenth Amendment or a 
modification of the Volstead Act is not 
favored by the people. This conclusion 
is fairly to be deduced from the result 
of the election, although prohibition 
was not directly an issue in the cam- 
paign. 

Then there was the so-called “re- 
ligious” issue. Whether this was raised 
by one party or the other need not now 
be considered. In one way or another 
it got into the campaign. Governor 
Smith lost some votes, especially in the 
South, because of the fact that he is 
a Roman Catholic. He gained some 
votes elsewhere because of that fact. 
But his loss of votes in the South was 
chiefly due to his position on the liquor 
question, not to his religion. The im- 
portant fact is that had he carried all 
the southern states he would still have 
been defeated. 

It is important to bear in mind that 
Governor Smith was not defeated be- 
cause of his religion. Nor was he 
really defeated on account of his views 
on the liquor question. But the so 
called religious issue, which figured to 
a considerable extent in the late cam- 
paign, deserves very close examination, 
for it may recur at some future time. 

The objections to a Roman Catholic 
as President of the United States are 
not founded on the theological doctrines 
nor the ceremonies of that church. 
One need not be a student of theology 
to know that the differences of doctrine 
between Catholics and .Protestants are 
not very great. At any rate, these dif- 
ferences, such as they are, did not enter 
the minds of those who may have voted 
against Governor Smith because of his 
religion. Their opposition was based 
upon the fear—well-founded or not-— 
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that a Catholic President would seek 
the political aggrandizement of his 
church. This fear was based upon the 
Church’s struggle for temporal power 
in many lands and over a long period 
of time. It is only fair to Governor 
Smith to say that, before he was 
nominated, he emphatically disclaimed 
his intention, if elected President, to 
use the office for any such purpose. 
His sincerity in making this assertion 
could not be questioned. Perhaps one 
of the best methods of ridding the 
country of this dread would be to elect 
a Catholic to the Presidency and to 
have him show that the fear was 
groundless. Had Governor Smith won, 
no doubt he would have taken great 
pride in laying this religious-political 
ghost. 

The same result could be reached in 
another way, and that is for the Cath- 
olic Church itself to keep clear of 
politics. A declaration, clear and un- 
equivocal, from the highest authority 
in that church, rather than by a can- 
didate for the Presidency, would go far 


to allay the fear that many now en- 
tertain as to the threatened encroach- 


ment of the Church into American 
politics. Whatever basis for this fear 
there may be should be carefully ex- 
amined, not in the heat of a political 
campaign but in the interim, when the 
matter may be considered with less 
heat and acrimony. If there is any 
sound reason to fear the election of a 
Catholic as President of the United 
States, that fact should be clearly es 
tablished. On the other hand, if such 
fear is groundless, we should know 
that. In either case we should get rid 
at once and forever of this disquieting 
controversy—something which all good 
citizens devoutly wish. 

Our Constitution and laws are 
against the employment of religious 
tests as a qualification for public serv- 
ice. Controversies over religion have 
no place in our political contests, and 
it may well be hoped that in the future 
they will not appear. 

It has been said above that Governor 
Smith’s defeat was not due to his re- 


ligion nor to his views on the liquor 
question. His party must shoulder the 
blame to a great extent. It had nothing 
substantial to offer the people, and its 
platform was too much like that of the 
opposition. 

Governor Smith’s popularity, un- 
doubtedly very great in New York, 
was less convincing to other parts of 
the country. As the attacking can- 
didate he could not show the restraint 
of Mr. Hoover, but many considered 
his campaign as lacking the dignity to 
be expected of a Presidential candidate. 

If the Democratic party is to con- 
tinue, even as a virile opposition party, 
it must take a more positive stand than 
was evidenced by the declarations in 
the Houston platform. If that party 
favors a more liberal liquor policy, 
why not take a positive stand on the 
question instead of nominating a “wet” 
candidate on a “dry” platform? The 
party has virtually retracted its tariff 
views and reversed its attitude toward 
our entrance into the League of Na- 
tions. In the recent campaign it had 
no real issue on which an appeal to 
the people could be made. 

It is, furthermore, no disparagement 
of Governor Smith to say that he did 
not, in all respects, measure up to the 
traditional qualifications looked for in 
a Presidential candidate. His wit and 
invective made him popular with 
crowds, and he got the laughter and 
cheers, but not the votes. 

Herbert Hoover, the President-elect, 
will find it no easy task to justify the 
exalted claims made for him during the 
campaign. His advocates held him as 
the most highly qualified man for the 
Presidency the country has ever known 
—a sort of superman, in fact. Con- 
ceding his great ability, it is hoped 
that he may be proved an ordinary 
mortal, endowed with sound judgment 
and common sense. It is only fair to 
the President-elect that he himself dis- 
claimed any quick method of solving 
all our problems. He said he would 
do his best, and we may expect that 
will be as much as anyone else could 
have done who was mentioned for the 
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high office to which Mr. Hoover has 
been elected. 

Finally, there were some impressive 
facts in the recent campaign. Between 
thirty and forty million people cast 
their votes, and the morning following 
the election, when the result was 
known, everybody acquiesced in it, and 
all resolved to work together for the 
common good of the country. The bit- 
terness of the controversy was laid 
aside. Its wounds were forgotten. 
These are impressive facts. They should 
not be forgotten. 

Mr. Hoover comes to the Presidency 
admittedly equipped for it. He has 
behind him not only a great host of 
personal and political friends, but the 
American people. 


NOT A NATION OF SPECULA- 
TORS 


ROM the attention given to the 
Peasbicc of stock speculation in the 
daily newspapers, and the amount 
of discussion of market conditions to be 


heard in public places, it might be in- 
ferred that we are becoming a nation 


of stock speculators. No doubt the 
interest in stocks is now more wide- 
spread than ever before, due to the 
growing wealth of the country and to 
the sensational gains made in the stock 
market recently, which have attracted 
many new “investors.” But allowing 
for this increase in the number of 
those who buy shares of various kinds, 
it is still doubtful if more than a small 
fraction of the people of the country 
have a direct interest in the stock mar- 
ket. The speculative mania is spread- 
ing, but it will still have far to go be- 
fore the people of the country gen- 
erally have become infected with it. 
Of course, there is a sort of specula- 
tion even more risky than that com- 
monly indulged in on the exchanges, 
and that is the buying of shares in new 
and untried ventures, often with a 
slender prospect of any return on the 
“investment.” This kind of specula- 
tion is perhaps more widespread than 
the more legitimate forms, openly con- 


ducted. When one buys a share of 
stock traded in on the exchanges the 
transaction can be put to the test of 
the market. In dealing with an irre- 
sponsible salesman or promoter, reli- 
ance must be placed on his statements. 
He has the advantage of direct contact 
with his prospect, and often makes a 
sale where the investor, acting on his 
own judgment, might be more hesitant 
in risking his money. 

Recent developments in the stock 
market have been of a character to 
stimulate speculation. Tales of for- 
tune-making rivalling or exceeding 
those of the Florida real estate boom 
are common, and many persons of 
moderate means are tempted to try 
their luck. Conservative cautions are 
at a discount. These admonitions have 
been heard for more than a year, and 
persons who acted on them and sold 
out their holdings find themselves heavy 
losers. Still, if experience counts for 
anything, a sharp reaction must come 
some time. Should it come suddenly, 
those who hold stocks bought at ruling 
prices will find themselves possessing 
shares which yield a very low return on 
the sums invested. 

Fortunately, the country is pros- 
perous, and the outlook for a long 
time ahead appears favorable. Mr. 
Hoover's election has no doubt been an 
influence tending to advance prices in 
the stock market. Good crops are a 
still more important factor tending in 
the same direction. 

But for all this the timid observer, 
noting the hectic market operations, 
feels about as uncomfortable as an 
ancient maiden from the rural districts 
(if these longer exist) in taking her first 
ride in an aeroplane. 


RESERVATIONS OF THE RE- 
NOUNCERS OF WAR 


INCE the proposal to extend to all 
S countries the treaty offered by 
France to the United States, re- 
nouncing war as an instrument of na- 
tional policy, came from this country, 
it was apparently somewhat inconsis- 
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tent that President Coolidge, in his 
Armistice Day address, should couple 
with his appeal for faith in this treaty a 
proposal for strengthening our naval 
defense. The President realizes that the 
treaty has nothing to uphold it except 
the moral obligation of the signatures, 
and while that this may be relied on to 
a considerable extent in preventing 
war, it cannot be trusted altogether. 
And until experience establishes its de- 
pendability the possibility of recourse 
to force must be kept in mind. For 
that eventuality we must be prepared. 

To advocate the renunciation of war 
and national preparedness in the same 
breath seems inconsistent. But the 
President was simply voicing a com- 
mon opinion, to the effect that war is 
to be deplored and avoided but that 
we must still be prepared for it as a 
possibility. If some five of the great 
powers of the world would scrap their 
navies and disband their armies, gen- 
eral belief in their peace protestations 
would be strengthened. This is a 
course no single nation would dare 
take, and probably one that none would 
consider while a single great power re- 
mained armed. 

Authority is wanting for the assur- 
ance that the reign of universal and 
enduring peace would follow even if 
all the great powers should physically 
disarm. The causes of war remaining, 
they could slowly and at great cost re- 
store their discarded armaments. The 
nation that was slowest in doing this 
might suffer invasion and a loss of ter- 
ritory for its faith in peace. 

The tenth anniversary of Armistice 
Day was made the occasion for pub- 
lishing figures showing the cost of the 
Great War in men and money. This 
stupendous tragedy is said to have been, 
directly and indirectly, responsible for 
the loss of 37,000,000 lives and a 
money cost of $363,000,000,000. These 
figures may be far from accurate, but 
the facts, whether greater or less, are 
appalling. President Coolidge, in his 
Armistice Day address, estimated that 
the final cost of the World War to this 


country alone would be some $100,- 
000,000,000. 

One may speculate on the beneficent 
results that might have followed had 
the great waste of this conflict been 
applied to constructive outlays instead 
of for destruction. Perhaps the specu- 
lation would have no value; certainly it 
would have none for the past and prob- 
ably little for the future. Nations are 
generally engaged in the same course 
of dealing which bred the suspicion, 
fear and hatred out of which the 
mighty conflict was born. They must, 
for generations, continue paying the 
price of the last war. They seem un- 


willing to pay the price of peace. 


LACK OF VIGOR IN 
OPINION 


EFORE the enactment of the 
B Federal Reserve Law there was, 

among the bankers of the United 
States, an alert opinion on banking 
matters so far as they were affected by 
Federal legislation. Since the enact- 
ment of the measure in question 
this opinion has become not merely 
flabby but silent except when raised in’ 
praise. No doubt the banker is ex- 
cusable for this. He found his days 
and nights filled with apprehensions of 
a bank panic, due to currency strin- 
gency before the Federal Reserve Law 
was passed. It is but natural that he 
should exult when relieved of this 
source of apprehension. 

But the frequent amendments made 
to the original Federal Reserve Act 
prove that it was not perfect from the 
first, and the administration of the 
Federal Reserve banks offers a_ valid 
field for the exercise of constructive 
criticism. Into this field the banker 
apparently fears to enter. Is this be- 
cause he knows that he is at present, 
or likely to become, a borrower of a 
Federal Reserve bank, and thinks it 
unwise to indulge in criticism of a 
bank from which he has secured, or 
may secure, a loan? 

It is difficult to believe that bankers 
should be afraid to express their opin- 
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ions regarding the Federal Reserve for 
any such reason. For member banks 
need only remember that they con- 
tributed all the funds employed by the 
Federal Reserve banks, and no member 
is under the necessity of adopting a 
complaisant attitude toward the system 
merely because circumstances may make 
it necessary to borrow some of his own 
money from his local Federal Reserve 
bank. Furthermore, having contributed 
all the funds to the Federal Reserve 
banks, the member banks have the right 
and the duty to criticise the operations 
of the system with the utmost freedom. 
That they do not exercise this right or 
perform this duty may lead to the 
growth of abuses in the Federal Re- 
serve System which an alert banking 
opinion could do much to prevent. 
The Federal Reserve System is de- 
serving of great praise, but it does not 
warrant the universal laudation be- 
stowed upon it whenever bankers speak 
of it in public. It is known that private 
banking opinion is less universally 


laudatory than that heard by the public. 

There is, of course, but one legitimate 
object of criticism of the Federal Re- 
serve System, and that is for the pur- 


pose of making it better. Bankers, by 
indulging in universal praise of the sys- 
tem and its administration, warrant the 
inference that they regard both as per- 
fect, or that they fear to express their 
honest views. 


PROBABLE EXTENSION OF GOV- 
ERNMENT INTERVENTICN 
IN BUSINESS 


W ric Mr. Hoover was cam- 
paigning for election as Presi- 
dent he took occasion in his 
addresses to condemn the growth of 
bureaucracy, and in this he was no 
doubt sincere. But many of the pro- 
posals which he favored with so much 
fervor are bound to result in such 
growth nevertheless. The Federal Farm 
Board, if created, will contribute its 
share, to be swelled by the number of 
those engaged in carrying out the 
scheme of water improvements and 


other measures which Mr. Hoover 
advocated. Probably the new President 
will do all he can to keep the bureau- 
cratic employes and officials engaged in 
carrying out these enterprises down to 
a minimum, but with all his efforts the 
number is bound to increase. 

The responsibility for this increased 
intervention of Government in business 
rests chiefly upon the shoulders of those 
who demand such intervention, al- 
though the politicians are also largely 
responsible for yielding to this demand 
instead of opposing it. 

Some years ago a well-known Chr 
cago banker was addressed as a Demv- 
crat. He replied somewhat in this 
way: “Thomas Jefferson said a Demo- 
crat was one who believed that coun- 
try best governed that was least gov- 
erned. If you can find any Democrats 
who still hold to this faith, then I be- 
long with them.” 

The difference between Democrats 
and Republicans on this matter—if it 
was ever sharply drawn—has now dis- 
appeared, like many other differences 
once dividing the two major parties. 
Republicans and Democrats now out- 
bid each other for Government favors 
to the people. 

What is known as the “general wel- 
fare” clause of the Constitution is be- 
ing extended to include matters which 
the Fathers of the Republic probably 
never dreamed of when they included 
that expression in the great document. 

Banking, shipping, the railways, in- 
terstate commerce generally, are some 
of the domains into which the Govern- 
ment has stretched its paternal hands. 
And the end is not yet, as recent pro- 
posals witness. 

If this tendency goes on, and no 
sign of its being checked can be dis- 
cerned, the best qualified men for pub- 
lic office will no longer be the lawyers 
or statesmen of the old school but men 
experienced in the various branches of 
business they are called on to regulate, 
control, and perhaps to operate, while 
they are in the Government service 
Mr. Hoover probably comes nearer this 
type than any of his predecessors. 





NEW YORK BANK STOCKS AS LONG 
TERM INVESTMENTS 


By BRADFORD DorR 


The investment value of New York bank stocks as indicated by a study of the com- 
parative records and merits of hypothetical investments of $1000 each in bonds, 


preferred stocks, common stocks and bank stocks over a period of twenty years. 


Mr. 


Dorr is at the head of the Investment Trust Analyst, a research organization of 
Cambridge, Mass. 


from an exhaustive statistical study 

of the records for the last twenty 
years of five different investment me- 
diums are of special interest and im- 
portance to bankers and to investors in 
bank stocks. Results of the study show 
that stocks in banks in New York City 
have been overwhelmingly superior as 
long term investments to common stocks, 
preferred stocks and bonds as to safety, 


Goma of the conclusions drawn 


income and appreciation, while stocks 
of banks in a typical city outside New 


York have not. In terms of the di- 
minishing purchasing power of the dollar 
the conclusions are even more striking, 
as it appears that of all the various 
mediums studied, New York bank stocks 
composed the only one which insured 
the investor against the effect of the 
shrinking dollar. While in every other 
series the investor suffered a heavy loss 
in terms of the purchasing power of his 
holdings, the purchaser of a diversified 
interest in the stocks of the twenty 
largest New York banks saw their com- 
modity value doubled during the period, 
while the dollar value nearly quad- 
rupled. 

On the other hand certain difficulties, 
disadvantages and inconveniences of all 
investment in New York bank stocks 
became apparent and the study was 
continued so far as to determine how 
these might be obviated. The wide 
fluctuations in the price levels and 
annual income of the stocks of the lead- 
ing New York banks showed that an 
investment in a single one of them was 
tar more speculative than one in a single 


bond. The high prices of New York 
City bank stocks, averaging nearly $1000 
a share each, rendered adequate diversi- 
fication difficult for the small investor. 
At first thought the device of the invest- 
ment trust seemed an obvious means of 
ironing out these fluctuations but the 
structures of most of the so-called in- 
vestment trusts were found to be grossly 
inadequate in that they failed to furnish 
sufficient protection either to the in- 
vestor himself, or to the banker prapos- 
ing to lend money on that general class 
of security as collateral. Finally, how- 
ever, the analysis of the structures and 
managerial plans of several investment 
trusts disclosed a particular form which 
fully protected the investor and enabled 
the banker to determine with ease, at 
any time, the exact liquidating value of 
the security behind his loan. 


COMPARATIVE RECORDS AND MERITS 


The study was originally undertaken 
in an effort to determine the compara- 
tive records and merits of hypothetical 
investments of $1000 each in bonds, pre- 
ferred stocks, common stocks and bank 
stocks so far as might be indicated by 
the statistics available for the last twenty 
years. In 1924 Edgar Lawrence Smith 
had published his now well-known mono 
graph, Common Stocks as Long Term 
Investments (Macmillan) and had shown 
that during the period between 1885 
and 1922 common stocks were a better 
investment than bonds with respect to 
both income and appreciation of princi- 
pal. Coming when it did, this revolu- 
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tionary idea may have had much to do 
with the prolongation of the great bull 
market in common stocks. Investors 
learned that real income is not to be 
measured solely by the annual cash yield 
of a security in terms of interest or divi- 
dends, but by the sum of the cash return 
and the reasonable expectation of ap- 
preciation as determined by past records 
and future prospects. In 1924 the 
immediate cash yield of common stocks 
in terms of cash dividends was far 
greater than that on good bonds. Today 
the reverse is the case, as shown by the 
following table compiled by Halsey, 
Stuart & Co., Chicago. 


FOUR YEAR SHIFT IN THE YIELD OF 
BONDS AND STOCKS 
(In per cent.) 
Sept. 26, Sept. 24, Oct. 26, 
1924 1926 1928 
5.04 4.72 tke 
6.72 5.07 4.59 


Bond yields 
Stock yields 


The explanation of this notable change 
in investment sentiment, indicating as it 


does a definite trend toward purchasing 
common stocks rather than bonds and 


other fixed income-bearing securities, 
cannot be brushed aside with a bald as- 
sertion that common stocks are “too 
high.” During 1926 when the common 
stock of the United States Steel Company 
began to rise rapidly in price, a famous 
banker remarked, “I am glad to see 
that the public is just beginning to 
realize its true value.” The fact seems 
to be that the public at last appreciates 
that wealth grows by increment as well 
as by saving, and that an advance in 
market price when based upon a present 
or prospective increase in earning ca- 
pacity is just as truly real income as is 
a cash dividend in hand. 

In the book referred to above, Edgar 
Lawrence Smith stressed the point that 
wide diversification was essential to the 
maintenance of principal and stability of 
income. He made his selection of secur- 
ities absolutely without statistical bias. 
This very fact lends greater confidence 
to his conclusions than if he had “hand- 
picked” those securities which had shown 
the best records during the last twenty 
years. Such a method would have been 


more “hindsight,” or what the English 
call “jobbing backwards.” Nevertheless, 
the results of careful studies made under 
the author’s supervision indicated that 
chance diversification is wholly inade- 
quate as a sound investment principle, 
and that the exercise of considerable 
judgment is advisable in making up any 
original list of common stocks for long 
term investment. Once the list has been 
selected, vigilant supervision by skilful 
and experienced financial counsel seems 
essential. As a matter of fact, out of 
the twenty-three common stocks com- 
posing the study, twelve passed or re- 
duced their dividends and one of these 
fell into the hands of a receiver. The 
record of the preferred stocks was even 
worse. Fourteen out of twenty-three 
passed or reduced their dividends and 
seven of them failed. On the other 
hand, no single investment in New York 
bank stocks proved unprofitable. At 
any time during the entire period the 
investor could have sold out at a profit. 


COMPILATION OF DATA 


In order to insure care in the collec: 
tion and compiling of the original data 
and accuracy of mathematical computa- 
tion fifteen graduates and graduate stu- 
dents of the Harvard Graduate School 
of Business Administration were em- 
ployed, all of them college graduates, 
trained at that institution in various 
branches of business, finance and sta- 
tistics. Their principal workshop for 
collecting data was the famous Baker 
Library at that institution—a library 
which is said to be the largest and most 
complete business library in the world. 
The various series studied were compiled 
according to the following specifications: 

1. Bonds 

The sixty high grade bonds selected 
by the Standard Trade and Securities 
Service of New York to compose its 
Standard Bond Series. 

2. Preferred Stocks 

All the dividend-paying preferred 
stocks which were listed on the New 
York Stock Exchange in January, 1908, 
and issued by corporations having a 
total capitalization, including bonded 
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indebtedness, of at least $100,000,000. 
There were twenty-three such securities. 

3. Common Stocks 

All common stocks conforming to the 
same specifications. 

This list also included twenty-three 
issues. 

4. All banks and trust companies 
located in Greater New York City 
whose net worth, including capital, 
surplus and undivided profits, exceeded 
$5,000,000 in January, 1908. There 
were twenty-five banks in this list. 

5. All Boston banks with a net worth 
amounting to over $4,000,000 in Janu- 
ary, 1908. Only seven banks were sufh- 
ciently large at that time to be included 
in this study. 

The series of Boston banks was com- 
piled in a desire to measure the results 
of an investment in stocks of banks out- 
side New York for purposes of com- 
parison. A survey of the conditions 
existing during the last twenty years 
indicated that the banking business in 
metropolitan Boston was fairly typical 
of general conditions outside New 
York City. Furthermore, the officers of 
several Boston banks were so kind as 
to place their unpublished records at 
the disposal of the research group. A 
study of all the banks outside New 
York would have been prohibitive in 
expense and time consumed, and many 
essential records would have been un- 
available and inaccessible. Hence the 
results would have been inconclusive. 

Having selected the securities to com- 
pose each of the five series, the aggregate 
of the average monthly market price of 
one share of stock or one bond in each 
series was obtained for every month 
from January, 1908, to January, 1928. 
If any stock was assessed it was assumed 
to have been sold and its salvage value 
added to the aggregate income for that 
year. Whenever a bank or corporation 
issued stockholders’ rights the average 
market price of these rights was added 
to the income of the series for that 
particular year. All stock dividends 
were counted as capital and from that 
time on their value was added to the 
aggregate market price of each series. 
By this means the actual income and 


actual market value of each original 
investment was ascertained for the 
entire twenty-year period without as- 
suming any further investment. In 
order to render each series more readily 
comparable with the others, each monthly 


BRADFORD Dorr 


aggregate was reduced to the basis of 
original investment of an_ identical 
amount in each medium, or in other 
words, to the percentage of the original 
cost of each series. The following re- 
sults were obtained: 


APPRECIATION 
(In per cent.) 

Average an- 
Total capital nual rate of 
appreciation appreciation 
5.69 0.28 
—.04* 
3.27 
1.90 
14.34 


Preferred stock 

Common stock 

Boston bank stock... 

New York bank stock 286.91 


*Depreciation. 


The superiority of New York bank 
stocks as to appreciation was obvious. 


NET RESULTS 


The net results of the study of the 
cash income including the proceeds of 
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the sale of stockholders’ rights and of 
the salvage from the sale of securities 
upon which an assessment was levied 


values, however, do not tell the whole 
story. Kenneth Van Strum in his In- 
vesting and Purchasing Power (Bar- 


showed the following results: ron’s) and Irving Fisher in The Money 


CASH INCOME 


Annual income, including the proceeds of the sale of stockholders’ rights for the twenty 
year period—1908 to 1927, inclusive, on a diversified investment in each investment medium. 
(In per cent.) 
Boston 
bank 
stocks 
4.14 
4.12 
5.82 
4.29 
Zt.a8 
4.46 
4.03 
8.92 
4.20 
4.98 
5.70 
8.84 
16.90 
5.76 
5.57 
12.20 
v.55 
13.06 
9.69 
6.62 


New York 
bank 
stocks 
5.58 
5.70 
9.28 
5.62 
10.19 
5.91 
6.03 
6.08 
bt.20 
10.93 
6.70 
10.12 
11.84 
8.70 
7.97 
8.17 
8.66 
11.08 
13.33 
13.68 


Common 
stock 


7.18 
6.47 
7.94 
6.87 
7.14 
7.38 
6.25 
5.72 
6.43 
y ee 
6.71 
6.06 
5.78 
6.43 
5.73 
6.00 
6.77 
6.76 
4.17 7.30 
5.47 8.84 


Preferred 
stock 
5.58 
5.67 
5.58 
5.49 
5.44 
5.21 
6.69 
4.52 
5.33 
5.14 
4.70 
4.52 
4.38 
4.04 
4.73 
4.32 
6.71 
4.17 


Bonds 


Average Annual 
Income 


5.09 6.74 ys 8 83 


In order to ascertain the “real in- 
come,” that is to say, the average 
annual rate of appreciation and income 
combined, the final results of the two 
tables of appreciation and income were 
added and the results obtained were as 
follows: 


Illusion (Adelphi) have pointed out 
that over a period of years the purchas- 
ing power of the dollar varies and that 
its general trend is downward. The 
investor in a fixed income-bearing se- 
curity, such as a preferred stock or a 
bond, will probably receive regular pay- 


REAL INCOME 


MINOR caidas vg LCS Sa torr hlign ela Cel ave areal een oles 


Preferred stock 
Common stock 
Boston bank stock 
New York bank stock 


*Depreciation 


Thus it appears that in the terms of 
dollar values, New York bank stocks 
have proved a far better investment 
than any of the other mediums. Dollar 


Average annual Average annual 


cos O28 


(Dollar Values) 
(In per cent.) Combined average 
annual rate of 
appreciation 
and income 
5.03 
5.05 
10.01 
9.69 
23.17 


rate of 
income 
4.75 
5.09 
6.74 
7.79 
8.83 


rate of 
appreciation 


ments of income during the entire period 
of his investment, and in the case of a 
bond its full face value at maturity. 
Nevertheless, if in the meantime the 
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value of the dollar has decreased in 
terms of purchasing power he will 
actually suffer a real loss. In order tc 
measure the amount of that loss, if any, 
month by month over the entire period, 
each of the five series was reduced to 
terms of the purchasing power of the 
dollar both as to income and apprecia- 
tion by dividing each item of each series 
by the corresponding monthly item of 
the “Index of General Prices” compiled 
by the Federal Reserve Bank of New 
York, sometimes called an index of the 
“Cost of Living.” This index was pre- 
pared by the eminent statistician, Carl 
Snyder, and seemed after a comparison 
of various indices a more accurate 
measure of the trend of general prices 
than any other. 


COMPARISON OF VALUES 
the 


A comparison of fluctuating 


monthly values in each of the five series 
in terms of dollars is presented in Chart 
1. The results of deflating each series 
into terms of purchasing power appear 


in Chart 2. Of all the investment 
mediums studied the only one which 
insured the investor against the declin- 
ing purchasing power of the dollar 
during the last twenty years was New 
York bank stocks. On the basis of the 
respective dollar values on the one hand, 
and purchasing power on the other, the 
results of an investment of $1000 in 
each medium in January, 1908, had 
changed by January, 1928, to the 
following figures: 

Dollar 

values 
$1056.90 

991.00 


Purchasing 
power 
$550.05 
520.40 
861.60 
718.30 
2016.00 


Preferred stock 
Common stock 1654.30 
Boston bank stock .... 1379-20 
New York bank stock.. 3870.00 


In each of the other mediums the 
investor really lost from 14 per cent., 
in the case of common stocks, to 48 per 
cent. in the case of preferred stocks, 
while the investor in New York bank 
stocks had more than doubled his money 
even in terms of purchasing power. In 
terms of dollars his investment had 
nearly quadrupled. 


The comparative results of the 
original investment of $1000 in each 
medium in January, 1908, as compared 
with the results both in dollar and in 
purchasing power in 1928 are illustrated 
in Chart 3. The reduction of the actual 
income in cash to its value in terms of 
the purchasing power gave equally strik- 
ing results in the various figures studied. 
Chart 4 shows the results in terms of 
dollar values for the average annual in- 
come and average annual appreciation 
respectively for each series. 

When the income figures were de- 
flated the same disparity between New 
York bank stocks and all the other 
groups as had appeared in the case of 
their aggregate monthly market values, 
became evident. The figures are not 
presented here, however, for the reason 
that the fluctuations found to exist in 
the series of annual income on bank 
stocks were very wide, and utterly 
meaningless, without exhaustive supple- 
mentary explanation. The annual in- 
come in terms of dollars is presented in 
graphic form for each series in Chart 5. 
It is obvious that in spite of wide fluctu- 
ations the trend of income on New York 
bank stocks is steadily upward with 
ever-increasing rapidity. It was found 
that the only security whose income 
enabled the investor to keep pace with 
the cost of living, or in other words, to 
discount the effect of the shrinking 
dollar, was New York bank stocks. 


ADVANTAGE OF DIVERSIFICATION 


The advantage of diversification was 
clearly brought out by the study of the 
individual securities composing the New 
York bank stock series and by the fluctu- 
ations in their annual income. The 
fluctuations of the annual income of 
bank stocks were due almost entirely to 
heavy payments of extra cash dividends 
and to the issuance of stockholders’ 
rights during the same year. Such 
years were generally those of great busi- 
ness activity. Obviously, these fluctu- 
ations may be reduced by the adoption 
of a device similar to that of an invest- 
ment trust, containing under the terms 
of its indenture a provision whereby 
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DOLLAR VALUES 


RESULTS OF AN INVESTMENT OF $1000 
IN SEVERAL MEDIUMS FOR 20 YEAR PERIOD 1908 TO 1928 
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Chart 1 


excessive income may be retained in a 
reserve fund for the stabilization of 
dividends in lean years. 

Not only does the income as a whole 
show violent fluctuations, but the market 
prices of each individual bank stock 
advances and declines far out of line 
with the average of the group. The 
exceptional violence of these fluctu- 


ations, as compared with the majority 


of listed common stocks, is due in vary- 
ing degrees to the following factors, 
sometimes occurring simultaneously: (a) 
the scarcity of certain issues; (b) specu- 
lative manipulation; (c) mergers and 
consolidations; (d) large extra cash or 
stock dividends; (e) the distribution of 
stockholders’ rights. 

If, therefore, an investment trust con- 
tained a management feature and were 


DOLLAR VALUES vs. ACTUAL VALUES 


A COMPARISON OF THE RESULTS OF AN INVESTMENT OF $1000 IN EACH OF 
FIVE INVESTMENT MEDIUMS 
JAN., 1908 TO JAN., 1928 
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Chart 3 
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REAL VALUES 


RESULTS OF AN INVESTMENT OF $1000 
IN TERMS OF PURCHASING POWER 
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Chart 2 


under the supervision of a skilled bank 
stock specialist these fluctuations sug- 
gest the opportunity to add to the gross 
income of the fund and supplement the 
reserve fund from the profits on the sale 
of individual securities and the re- 
investment of their original cost in other 
bank stocks whose ratio of earnings to 
market value was momentarily higher. 
Under the management of specialists 


of this type one bank stock trust in 
America has gained from the “turnover” 
or profit on the sale of securities in the 
fund. as much net income as from all 
other sources combined, including cash 
stockholders’ rights. This record has 
been chiefly without any dim/nution 
whatsoever in the regular rate of 
appreciation of the fund itself. Indeed 
the records of the hypothetical “fixed 


REAL INCOME 


COMPARISON OF AVERAGE ANNUAL PROFITS 
20_YEAR PERIOD JAN. 1, 1908 TO JAN. 1, 1928 
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trusts” studied in the course of this 
investigation were so unfavorable as 
to fail to justify any charge made by 
their promoters for their origination and 
distribution. A specialist in bank stocks, 
however, is in so far better a position 
to judge from past experiences when a 
particular bank stock is likely to enjoy 

substantial advance in price, or the 
contrary, that a reasonable charge ade- 
quate to pay for his services is well 
worth while. The income on the fund 
in two investment trusts backed by New 
York bank stocks during 1927-8 was as 
follows: 





Number 1 Number 2 
Earnings (In per cent.) 
Cash dividends ..... 2.3 23 
Sale of rights ...... 2.7. (All exercised) 
Profit on turnover 4.5 5.6 
9.5 8.9 
POGEGATION: & 6: 6 c200.0.6: 29 35.2 
EE Sw Beatie oie 38.5 44.1 


It is important to consider that the 
above figures were based on the entire 
fund, and not simply upon the equity 
of some junior security in the fund. 

- The trouble with most so-called in- 
vestment trusts from the standpoint of 
the commercial banker is that he seldom 
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CASH INCOME 


INCLUDING PROCEEDS OF THE SALE OF STOCKHOLDERS’ RIGHTS 
PER CENT RETURN ON 1908 INVESTMENT Income 
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knows what is the real underlying value 
behind the security, and even when he 
does know this much he almost never 
knows what he can really get for the 
security if he is compelled to liquidate 
it quickly to protect his loan. Many 
financial writers and, what is, perhaps, 
still more important, the Investment 
Trust Committee (now called the In- 
vestment Companies Committee) of the 
Investment Bankers Association of 
America, has brought out the fact 
that according to American standards 
the use of the words “investment trust” 
is a misnomer unless an actual trust 
has been created by a deposit of the 
entire fund in a duly chartered bank or 
trust company under the terms of a 
specific indenture whereby the fund is 
held in trust, not for the benefit of the 
promoters and the management but for 
the benefit of the investors. A banker 
cannot afford to loan money against 
unlisted collateral of this kind where the 
portfolio back of the security is in the 
hands of a management which can 
borrow money against it or handle it 
according to its almost unrestricted dis- 
cretion without Federal or state exam- 
ination. He can find nothing tangible 
upon which to base the loan. Still more 
(Continued on page 18) 
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NEW PROBLEMS OF INVESTING BANK 
FUNDS 


By GLENN G. MUNN 


The first of a series of investment articles on the general subject “Managing the Bank's 


Investments.” 


The author points out that the ever accelerated output of new capital 


issues has not only enlarged the field of investment in bonds and stocks for banks, 

insurance companies and private investors, but it has also increased the volume of 

securities against which collateral loans may be granted. Mr. Munn is a well known 

writer and lecturer on financial subjects and the author of The Encyclopedia of 
Banking and Finance. 


trends, banks and other financial 

institutions are finding it necessary 
te revise their ideas of investing the 
funds committed to their care. Against 
the old-line, conservative, orthodox 
view that commercial banks restrict 
their activities to investments in short- 
term commercial loans, a _ practice 


[: response to changing economic 


which, by the way, has never been 
rigidly adhered to in recent decades, 


the tendency has been clearly in the 
direction of increasing the proportion 
of bank assets invested in securities or 
loans based on securities. In fact, it 
is no exaggeration to say that com- 
mercial banks are becoming highly de- 
veloped “investment trusts” having the 
privilege, by virtue of their inherent 
credit-releasing power and trend to 
ward more liberal laws, of investing in 
a wider variety of income-bearing 
media than ever before. 

The causes and effects of these 
changes, and the problems they pre- 
sent to banking and finance, are as yet 
not fully understood. While these 
problems are being studied, no unani- 
mous agreement is possible. Yet, they 
will press for solution, and it will de- 
volve upon the banking profession to 
develop new norms and formulas for 
controlling the tendencies of modern 
finance. The present series of articles 
is designed to shed light on the ques- 
tions involved whose ramifications run 
the gamut from the basal meaning of 
credit and capital to security markets, 


industrial organization, and creation of 
wealth. 

Before discussing the changes that 
have been transforming the composi- 
tion of assets of commercial banks, an 
enumeration of the investment media 
open to such institutions should be pre- 
sented. They are as follows: 

1. Commercial loans 

a. Customers’ own notes (one- 
name paper) 

b. Discounts (customers’  re- 
ceivables) (two-name paper) 
Commercial paper (non-customer 

and non-renewable) 
Mortgage loans (real estate se- 
curity) 
Demand collateral loans 
a. Call loans (brokers) 
b. Customers 
Time collateral loans 
a. Brokers 
b. Customers 
Syndicate loans 
Bonds, debentures, etc. 
Stocks 

CHANGE IN COMMERCIAL BANKS 

The original strict conception of a 
commercial bank was that it should 
employ its funds in the aid of com- 
merce. So conceived, it would be re- 
stricted to investments in the first two 
classifications exclusively. Such loans 
were supposed to be liquid because of 
short maturities, ranging from 30 to 
180 days (average 4 months), and self- 
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liquidating because based on a com- 
mercial transaction, i. e., as the goods 
produced or marketed were sold to 
the ultimate consumer, funds would be 
raised with which to liquidate the note. 
How far commercial banks have de- 
parted from this principle is shown by 
the extent to which investment in other 
classes of assets has taken place. As 
will be shown later, investment in 
media other than in commercial loans 
has been necessary in order to find 
full employment of available funds. 
Certain media open to commercial 
banks are disappearing; others are ex- 
panding slowly; while still others are 
increasing rapidly. One sudden change 
is the practical elimination of com- 
mercial paper—a method of financing 
that reached its height during the post- 
war inflationary period. Therewith, has 
arrived the virtual eradication of the 
note-broker and the use of commercial 
paper as a short-term investment for 
banks. Loans secured by Government 
bonds have also been rapidly declining, 
due to the fact that individuals have 


must eventually reduce the volume of 
this class of bank investments. 

On the other hand, it is in loans 
secured by stocks and bonds and in 
bonds (other than Government) that 
the assets of commercial banks have 
shown the greatest gains in recent 
years. These departments of the port- 
folios of commercial banks, viewed in 
composite, have grown much more 
rapidly than have commercial loans. 
However, these changes can best be 
portrayed by statistical demonstration, 
the precise variations being found in 
the weekly exhibits of 635 reporting 
member banks to the Federal Reserve 
Board. An accompanying table shows 
a classification of assets and deposits of 
this group of banks, representative of 
the country as a whole, for a recent 
date compared with the corresponding 
date in 1922. The year 1922 is se- 
lected for comparative purposes be- 
cause it marked the beginning of the 
present era of bank expansion after 
the post-war deflation had been com- 
pleted. 


ASSETS AND DEPOSITS 
635 Reporting Member Banks—Showing Changes for Six-Year Period 


September 26, September 27, 
1928 
——_——_————. 000's omitted 
$15,808,461 


Loans and discounts, total 
1. Secured by U. S. Government 
securities 
2. Secured by stocks and bonds.. 
3. All other loans and discounts. . 
(Commercial loans) 


Investments, total 
1. U. S. Government securities. . 


2. Gee Week, Ce. 6c.c see es 
Loans and investments 


Net demand deposits 
Time deposits 
Total deposits 


tended to replace these low-yield se- 
curities purchased during the war with 
bonds returning more. While no great 
change as yet occurred in holdings of 
Government securities by the banks, 
the redemption of these issues at the 
rate of nearly $1,000,000,000 a year 


117,589 
6,614,934 
9,075,938 


6,502,057 
3,032,579 
3,469,478 


22,310,518 
13,019,126 


6,922,970 
19,942,096 


Per cent. 
change 


Actual 


1922 change 


+$4,820,934 


$10,987,527 +43.8 
—55.0 
+84.3 
+27.9 


261,442 
3,589,810 
7,136,275 


—143,853 
+3,025,124 
+1,939,663 


+45.6 
+36.6 
+54.4 


4,466,116 
2,218,906 
2,247,210 


+2,035,941 

+813,673 
+1,222,268 
15,453,643 + 6,856,875 +44.4 
+17.4 
+93.8 
F326 


+1,933,705 
+3,349,569 
+5,283,274 


11,085,421 
3,573,401 
14,658,822 


Some of the important observations 
to be made from the figures in the 
table are: 

1.‘ That “all other loans and dis- 
counts,” i. e., commercial loans, have 
grown less in this period than any 
other division of assets, except loans 
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collateraled by Government securities. 
This increase of 27.9 per cent., how- 
ever, was greater than the 17.4 per 
cent. gain in net demand deposits, 
which accounts, in part, for the cur- 
rent larger volume of rediscounts with 
the central institutions than at any 
time in the last few years. 

2. That loans secured by stocks 
and bonds have expanded more rapidly 
than any other asset, but the percentage 
increase is still less than the expansion 
in time deposits. 

3. That investments in bonds and 
other securities (other than Govern- 
ment) have increased faster than com- 
mercial loans and total loans and dis- 
counts, but not so fast as for loans se- 
cured by stock and bond collateral. 

4. That total loans and deposits 
have increased at a slightly more rapid 
rate than total deposits, although the 
increase in capital and surplus accounts 
would reduce this disadvantage some- 
what. 


OUTSTANDING DEVELOPMENT 


The relatively greater expansion in 
investments and collateral loans than 
in commercial loans is undoubtedly the 
outstanding development in banking in 


the last six years. Whether it is a 
salutary tendency must be deferred to 
a later discussion, but its causes can be 
briefly traced at this time. The ex- 
planation finds its base in the growing 
wealth of our great corporations. 
Within the last five years these cor- 
porations have become vastly enriched. 
Large corporative surpluses have been 
amassed as a result of continuing 
prosperity and accompanying huge 
profits, of which from 35 to 40 per 
cent. have been retained and not dis- 
bursed as dividends. 

Not only is the working capital 
position of the great majority of busi- 
ness enterprises better than ever before, 
but many have financed themselves 
more or less permanently through the 
issuance of securities. The result is 
that they no longer need to resort to 


temporary borrowings from banks on 
the scale formerly required. An in- 
creasing number of corporations is now 
quite independent of banking accom- 
modation. 

More than that, the expansion of 
liquid resources by great corporations 
has in many instances changed their 
status to lenders rather than borrowers, 
and securities have been added to their 
reservoirs of liquid assets. It is com- 
mon to find large bodies of securities 
held in the treasuries of leading cor- 
porations. Current funds are fre- 
quently so extensive that large sums 
for which there is no immediate need 
are being lent in the call money mar- 
ket. In fact, the combined total of 
cash now supplied by corporations, 
wealthy individuals, investment trust 
organizations, and foreign banks for 
stock exchange purposes amounts to ap- 
proximately $2,285,000,000, or roughly 
43 per cent. of the aggregate so em- 
ployed. Meanwhile, the output of new 
capital issues has grown apace, enlarg- 
ing the field of investment in bonds 
and stocks for banks, insurance com- 
panies, other institutions and private 
investors. 

With the increasing liquid strength 
of our corporations, it seems reason- 
able to suppose that the trend toward 
independence from banks will continue. 
Since 1922, when the ratio of com- 
mercial loans to total loans was 46.0 
per cent., a decline to 40.7 per cent. 
has already occurred, which over a 
period of time will doubtless fall to a 
lower ratio. To some extent, corpora- 
tions have usurped the functions of 
banks by achieving impregnable liquid 
positions. This they have accom- 
plished through building up surpluses 
and the ease with which their capital 
issues have been marketed. 

Once marketed and listed on a 
stock exchange, these securities come to 
possess collateral value. When pre- 
sented by a customer as a basis for a 
loan, the banker cannot refuse, on some 
basis, to accept them as such. 
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NEW YORK BANK STOCKS AS LONG TERM 
INVESTMENTS 


(Continued from page 14) 


unsafe is it to lend money against a 
junior security if the portfolio has been 
hypothecated to protect an issue of 
bonds, and especially if there is an issue 
of preferred stocks between the bonds 
and the common stock. 

The following elements assure the 
safety of investment trusts in bank 
stocks: 

1. The entire portfolio should be 
placed in the hands of a bank or trust 
company in the form of identical units 
each composed of exactly the same 
number and kind of securities so that 
the value of each share may be readily 
determined at any time and its safe 
custody guaranteed. 


2. Collateral trustee certificates issued 
against this portfolio should entitle the 
holders thereof to a full participating 


interest in all the earnings of the fund 
whether from dividends, stockholders’ 
rights or from turnover, less a reasonable 
fee for the management and for the 
charges of trustees. 

3. One or more bank stocks specialists 
of well-known skill and experience 
should be included in the investment 
committee. 

4. The vice-president of some bank 
or a partner of a New York Stock Ex- 
change house should be included among 
the board of directors in order to assure 
the probity of the management. 

5. Under the terms of the indenture 
a cash redemption privilege should be 
established whereby the holder of the 
ecurity or his assigns is entitled to re- 
ceive in cash from the trust company 
acting as trustee the full value of the 


certificate as determined by its pro 
portionate interest in the fund. 


6. A reserve fund should be estab- 
lished to stabilize dividends in lean years 
and to iron out fluctuations in the in- 
come. 

If all these elements are present the 
investor and his banker may feel assured 
that the security is one which may be 
liquidated immediately, and which in 
addition combines a high income with a 
record of rapid appreciation and the 
probability of still greater increase in 
value during the years to come. 

The stability of the form of collateral 
approved by this study ought, it seems, 
to make a special appeal to every 
banker, while its remarkable record of 
appreciation of both principal and in- 
come renders it extremely attractive to 
the individual investor seeking to keep 
pace with the “cost of living.” An in- 
vestment trust security such as this, 
based wholly on New York bank stocks, 
enjoys so great a degree of stability, 
safety and liquidity as to constitute an 
ideal form of banking collateral. A 
banker may safely and wisely recom- 
mend it and may even sell it over his 
own counter, in the realization that if 
at any time his depositor desires to 
borrow money, it will constitute first- 
class collateral. Backed as it is by a 
diversified interest in securities which 
are legal investments for savings banks 
in Connecticut, Rhode Island and New 
Hampshire, its safety seems in many 
respects comparable only to bonds of 
the very highest grade, and of course 
superior to these from the standpoint 
of the probability of enhancement in 
principal and income. 





THE PRODUCTIVE BANK CREDIT 
DEPARTMENT 


By ALEXANDER WALL 


An informative discussion of the productive possibilities of the oe day bank credit 


department. 


The author covers such topics as the obligation o 


the credit department 


to the bank's loaning officers; the credit department as a clearing-house of information; 


the use of the current ratio; advice to customers; and credit inquiries by mail. 


This 


article is taken from an address delivered by Mr. Wall before the convention of the 


American Bankers Association. 


Mr. Wall is treasurer of the Robert Morris Associates, 


a national organization of bank credit officers. 


the credit department as a produc- 
tive unit of their organization be- 
cause of the inceptive idea that it is a 
purely protective department. In the 
early days of bank credit departments 
their managers, clerks and even the 
officers connected with them were in a 
measure classed as a sort of financial 
house detective. Examinations of the 
data submitted by borrowers, at first 
unwillingly and sparingly given, were 
supposed to be dissected and nearly 
psycho-analyzed for the purpose almost 
of preventing borrowing, except on good 
collateral. There was little or no inter- 
bank credit co-operation. Each separate 
department was supposed to be the first 
to discover any weakness of a borrower 
and to be ever ready to recover its 
bank’s funds, by almost any tactics, with 
no consideration for other banks and 
most certainly with no consideration for 
the borrower. The crisis of 1907 pointed 
out the unsoundness of this attitude and, 
where the credit department has become 
a productive department, the apprecia- 
tion of the necessity for change was 
probably born as a result of this upset 
period. Happily, today many banks are 
rating their credit departments as pro- 
ductive and are striving to develop and 
increase this phase of their activity. 
The relationships of the credit de- 
partment are several. It is related to 
the loaning officers by its obligation to 
serve them. It should be related to 
them by their desire, even obligation, to 


"Tae frequently bankers fail to use 


co-operate with it. It is related to the 
borrower by its obligation to analyze 
his condition carefully so as to protect 
the bank. It is last and, for the purposes 
of this discussion, most importantly re- 
lated to the borrower by its obligation 
to use its analysis of his affairs so as to 
advise him of unappreciated failure to 
conduct his business on sound lines. 
Two of these relations are almost en- 
tirely understood by the bank executive, 
one is too frequently smothered and a 
full appreciation of the fourth is just 
beginning to blossom into an acknowl- 
edgment of its importance. Each of 
these is worthy of a short consideration 
and one is the whole kernel of this dis- 
cussion. 


OBLIGATION TO LOANING OFFICER 


It would be difficult to find a loaning 
officer today who, having accepted the 
existence of his credit department, did 
not acknowledge the obligation of that 
department to serve him. He turns to 
it for records of all data concerning any 


loan. The facts must be properly 
marshaled, tabulated, digested and 
arranged so that the Icaning officer can 
make his decisions with the least effort 
and most expeditiously. The depart- 
ment acknowledges this obligation and 
strives to meet the requirements. 

This brings us to the second relation 
between department and loaning officers. 
There is too often either a selfish or 
ignorant conception of the ownership of 
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knowledge. When a customer consults 
an officer, with a view to making a 
credit connection, he gives to such officer 
many important facts concerning his 
affairs. This is knowledge about the 
safety of the loan and in all good faith 
is the property of the bank and not of 
any individual loaning officer. When 
credit is advanced it represents not the 
funds of an individual but of the corpo- 
ration. The protective knowledge con- 
cerning the conditions of the borrower 
should unquestionably be the property 
of the lender of funds—the corporation 
—not the individual. 

There may be isolated instances in 
which a borrower gives information to 
a loaning officer on a strictly personal 
basis. These cases, however, are rare 
and are getting rarer as borrowers more 
fully appreciate that bankers come and 
go but the banks continue. When such 
a case does honestly exist, then the loan- 
ing officer should unquestionably observe 
the sanctity of the confidence but he 
should still protect the loaning safety of 
his bank by filing a memorandum with 
the credit department that confidential 
information in his own possession has a 
bearing on the loan and that he should 
be consulted in regard to renewals or 
increases in loans. 


CREDIT DEPARTMENT AS CLEARING- 
HOUSE 


The credit department of any bank 
should be the clearing-hotise and xecord 
book for all information bearing on 


loans. In many instances data given to 
different officers at different times will 
be found to have contradictory indica- 
tive value. Such contradictions should 
be discovered by the credit department. 
But this can be done only when loaning 
officers communicate to the department 
their complete conceptions of what each 
borrower has told them in any interview 
so that stories coming through several 
sources can be compared. 

There is a further reason why officers 
should send memoranda of conversa- 
tional data to the department. Memory 
plays odd tricks on us. Certain facts 
related by one borrower and perfectly 


clear at the time can easily become con- 
fused with facts related by another 
borrower. Even without such distor- 
tions, due to conflicting reports, vital 
impressions have a way of losing vitality 
by being simply remembered. 

From still another angle the filing of 
verbal data in written form by loaning 
officers is a kind of insurance. Such 
mental file cases have a way of dying 
or going on a fishing trip, in which 
events the bank is altogether without the 
data, unless set down in writing and 
filed. 

To be productive the department 
must have the tools with which to 
produce. These include all the facts 
which at any time have come to the 
attention of any officer concerning any 
loan. If any officer, in order to in- 
crease his personal effectiveness, with- 
holds data from his organization which 
rightly belongs of it, a. condition exists 
that is unsound and destructive to de- 
partmental or loaning efficiency. 

The third relationship of the depart- 
ment is the descendant of its origin, 
namely the critical analysis of the cus- 
tomer’s condition, so as to emphasize 
weakness in its credit structure and to 
the sole end of protecting the bank. 
In this connection will be discussed only 
one matter, the well known current 
ratio. 


CURRENT RATIO 


Not very long after 1900 analysts of 
statements began to use the relationship 
of current assets to current liabilities as 
a test for liquidity and credit strength. 
So general has the acceptance of this 
ratio, as a credit test, become that 
probably 95 per cent. of all credit 
records, showing statement analyses, 
carry some written notation as to the 
figure for this ratio from year to year. 
The writer does not depreciate the use 
of the current ratio because its use is an 
acknowledgment that the reflection of 
strength or weakness is to be seen in 
proportion rather than in a comparison 
of bulk dollar figures. Current assets 
are sufficient and liquidity is probable, 
not necessarily when the current assets 
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are $1,000,000 or $10,000,000, but 
when they are sufficiently large in rela- 
tion to the current liabilities. 

There is an analytical danger in the 
use of the current ratio, however, that 
for many years was a growing danger. 
Complacent mouthing of the phrase 
evolved an acceptance of two dollars of 
of current assets for each dollar of cur- 
rent liability, or two for one, as a sort 
of haven of refuge. Such companies as 
could show such a proportion or better 
were considered among the elect, while 
those showing below it were held “with- 
out the pale.” The only authority for 
this being considered the safe proportion 
is tacit acceptance, not carefully pre- 
pared statistical knowledge. Even if 
“two for one” might be proper for paper 
mills, is that any indication that it is at 
the same time correct for a department 
store? 

Examinations of statements indicate 
that this is not so, but that the different 
lines of business with their varying 
economic strains actually have different 
usual or common current ratios. An 
examination of 2751 separate statements 
in thirty-nine different industries, as of 
about January 1, 1928, leads the writer 
to believe quite definitely that far differ- 
ent current ratios than “two for one” 
should be expected or considered as 
usual in the several industries. The list 
on page 22 gives the data on which this 
opinion is based, in a general way. 
Space will not permit a complete ex- 
planation of the method by which the 
selection was made, but it has been 
reviewed by master statisticians and its 
principles approved. 

In only one of these industries does 
it seem usual for the current ratio, on 
last January 1, to have been below two 
for one. In all but four of the thirty- 
nine it was more common to find it 
above two and one-quarter to one. In 
twenty-seven industries it was above two 
and one-half to one, while for about 
half of the industries it was above two 
and one-half to one, while for about 
half of the industries it was nearly three 
for one or better. The data are so 
arranged that the industry with the 
lowest usual current ratio heads the list 


with the industry having the highest 
usual at the bottom. The center of the 
series for the industries is the twentieth, 
wholesale dry goods, at which point the 
current ratio shows a usual of two and 
eight-tenths, or nearly three, to one. 
The center of the statements in number, 
being one-half of the total 2751, falls in 
the fifteenth industry, wholesale grocers, 
at which point the current ratio 1s a 
little over two and one-half to one. 

With this in mind, what safety lies 
in the analysis of the borrower's state- 
ment on the basis that a current ratio 
of two for one is good? In the protec- 
tive relationship, between bank and 
customer, it seems more proper that the 
department measure a company by the 
knowledge of what is usual for that type 
of company than to rely on some pre- 
conception. 


ADVICE TO CUSTOMERS 


There remains for consideration the 
last and most important relationship of 
the credit department. It is also in this 
relationship that the department reaches 
or fails to attain a real and profitable 
productivity. The relationship is that 
of the department to the customer in 
an advisory capacity. The switch from 
the critical detective type of department 
to the advisory type is what makes it 
turn from an insurance charge for pro- 
tection to an earning department. Very 
often criticism can be made to appear 
as advice if properly worded. But to 
get this facility cf verbage it is neces- 
sary to have facts on which to base state- 
ments rather than preconceptions. For 
a moment then let us discuss phraseology 
and fact. 

How often has each one of us told 
a borrower that he was “top heavy with 
debt” as indicated by his statement 
figures? Just what is meant by this 
phrase and how can the borrower know 
whether he is improving from year to 
year or getting worse? As a phrase it 
is a criticism. If reducible to a fact it 
would be suggestive and _ recordable. 
If compared to some usual condition for 
such a borrower it would become advice. 

The number of dollars constituting a 


































































































THE BANKERS MAGAZINE 


USUAL INDUSTRY CURRENT RATIO 
December 31, 1927 








Number 
statements Industry Selected ratio 
81 Sees NODE = 5k rs caso creed slo a main eiaiels Aub eowbius 170 
177 ME NINN a os Sar fas 'av oh sare/a-0on! 1 ax eierGies\ rere ira. ate Veetarg sieiaw ore 210 
32 RNR oa Ge eile Sir Bek Bits Scag yrgtlor varvoxretias a ievqriclatnion oa 210 
400 WN 6a ic dase Salah e saa a boea ha eT nwa ws 220 
65 Electrical supplies—jobbers and dealers ............ceeceeeeees 230 
37 NER: SME Fos chai cages oiavoee orca Sows! Ok dkle Sine se RGR 235 
51 Eutiber- mtlis—stending GMDEr oo... scicics send ecenvecee scenes 235 
70 MTU RUE 25.0605. o ono. niu 00s Sei Sies ol ol etwlw ecahohanwle eieiaa muses Ow wars 240 
73 Nae CM RUT MUGED «ocr ol o:'¢. 5) chai os ot ac dissao eomious to aloiereveteiaianaweaie 240 
31 UNIROSS cos pcr Ca Thy aru ahaict tian oh Sacer aay eee key eee 245 
49 Ie ON RO =I << 525 a: ano: 5 6 wna: 6. osu b9 5:e:0 one ay guel @h-Klanehe. re wets 245 
61 URNINNIENG  DUNURUIENUINOTN 5. 5 5 6:56/0:5\0 oio-n'e aia Ko wibiane & Sie Gate wiele ceeare 245 
$2 PNG, SOMME IIIIE 50) ohh 5 cae as'ch nse 'er mop ose ace WAS e Ae Ses SO RS 255 
40 Papier DOE SAG HOaLG WMANUACONETS: 6.6.6 60.00 cc ocseee vies ceaeineee 255 
175 NON NNN 5 ost wr So. or 6: cc vass'gk br ressac Wo or shone SAO OREO HOO 255 
74 BOCEN: NG EUN 5 ice 5) 0S oie cna: 6. 0 wie wi dicrone Srecere Rdiorw Soo 260 
25 Knitting mills—hosiery, full fashioned ..............0.e0eeeees 275 
57 Lumber mill and yard—wholesale ............ cu ecececcccece 275 
63 COR: Ritch SUE WAGITIACEUFENS 5 ooo cc ore cs win a bo bc ce vencebes ie 280 
102 ANE RIUM ONE FIENII - o5 cc «140d ow tose wc arava lnterpl even oreiel ere dmreiar eevee Hreusts 280 
29 ania 1 MAUMRONNMRRRNIO EN 5k 6590 .c. 4 004 ci for ba) os ol avy/ Glas erate lala ieselers ecekenerets 285 
70 PMI NOTRE RINE, |, 5 6:16. anita 0's vig 0 ccm eves Wetersinsoae/eaetere em 295 
63 ME MNNNNRNINID UII 950. gr ac gn'o.c, 6 0/5::atis bh 4 wile be bi 4) Site ule) Wawra greet dielanSranecats 295 
50 UNNI 55) ose, a= 0/05: 6. ar'vs re) baal al onc sus achcatin haao aren oleate ats 300 
52 EASIER VANE) BHO: MENIWIIEE 5 6005 c.<: cae) oie sin. aein' 5 4:6i5-0.9 pele sie aio 300 
141 DE NEE — REE 55 aic5h 655) 51791: 66: 9 sce 8 ailereidl’o ace slave wR arewaes SRIRAM 300 
107 een IRINIPUINOES 050650) si craiz. vices ara s lip ew ero elena aioe red Manet 305 
52 NPR 5 960 gure: sini 010 yt gtanallousl Wider wm aaa sae OMICS 305 
111 PARROT, oe coos os Cig sosen Wai oc ev hee nw) otecmileto os Gta) sleet er Uets 310 
58 UNI SRI 6.95 oct grace Src 4 hal Sine ae rsieiona Relieve eee 315 
51 EN rakirh eat SoS at cc ra aincxg'<y er aueie Wy wel Gieiae-oi gi tev eratei uel eLeieedl per moere lone 325 
34 OCTET MINN TUUINN GINO 555 ose ecin'e oem gisle we iereewertears 325 
34 Boot and shoe manufacturers—women’s ..........cccccccccces 335 
26 CU MEM asin a's co. ais<e eter e- ao0 alain aca e-% wi ae ele wee 340 
31 Boot and shoe manufacturers—tien's 2 .....6sccccsccescccceses 390 
45 RIAN STOR, 55.21 6: oar arava, oa xarave-oreier'oals) Gre alee die cereiwnieers 390 
23 ING MOTT OETIOUS oo. 55.0.6 oar ccdiel biti come an daasin wea paaee ae 400 
25 URN MEIN Sarg 1 aria Gigs Was 904i e005) ohio as Sal acomplia abe Gavel elle a eats 400 


Tanners 


debt does not express its analytical credit 
size, nor should it stigmatize any 
borrower simply because of its bulk. 
There is a more reasonable way to 
express the debt position. In any busi- 
ness the assets are offset or carried on 
the balance sheet by two sets of capital. 
Net worth is owners’ capital. Debts are 
creditors’ capital. For each dollar of 
owners’ capital it is reasonable for any 
company to be using a fair number of 
cents of creditors’ capital, represented 
by debts for goods or money advanced. 
As long as the net worth is in reason- 
able relationship to the debts, so as to 
give a stable support to borrowing, 
then the risk is not top heavy with debt, 
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quite irrespective of the dollar size of 
the debt. In the current ratio test, the 
current assets are usually divided by the 
current liabilities to develop the figure 
to be used in recording the proportion. 
In the debt position test it has been 
found feasible to divide the net worth 
by the total debt to secure a figure to 
record the movement of this factor. 
Quite a number of analysts divide the 
debt by the net worth in order to see 
what the debt percentage of net worth 
may be. The objection to this lies in 
the fact that improvement in credit con- 
dition, if found in both current ratio 
and debt ratio, would register as a rising 
current ratio and a falling debt ratio. 
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In other words, the trends or tendencies 
of these two indicators being in the same 
direction in their recorded figures would 
be offsets in real movement. Probably 
the current ratio should be reversely 
computed but in any event all record- 
ing data should move in the same direc- 
tion for improvement or decline. On 
no other basis could they ever be com- 
bined and used in index fashion. 

In using this proportion, net worth 
to total debt, as a test for debt position 
it is just as necessary to know what is 
usual for an industry as it is in the case 
of the current ratio, which has already 
been discussed and explained in detail. 
The study of statement proportions to 
discover what was to be expected in 
different industries for the first of this 
year’s statements, by industries, included 
an examination of the ratio between net 
worth and debt. The range by in- 


dustries was even greater than for the 
current ratio, starting with wool dealers, 
who showed a usual ratio of net worth 
to debt of 135 per cent. ($135 of net 
worth for each $100 of debt), up to 


drug manufacturers, who showed a 
usual ratio of 445 per cent. ($445 of net 
worth for each $100 of debt). These 
figures are from the same study of 2751 
statements as used in the table for the 
current ratio. The other industries 
showed varying usuals for the worth of 
debt ratio in a manner similar to the 
current ratio table, but the industries 


do not follow the same order in both 
tables. 


ADVICE MUST BE BASED.ON KNOWLEDGE 

With these two ranges for two most 
important proportions before us, it seems 
absolutely obvious that fair criticism and 
suggestive advice must be based upon 
accurate knowledge rather than upon 
an inspirational idea of what these pro- 
portions should be. To 
borrower that he is “top heavy with 
debt” in the abstract is quite a different 
matter from showing him that his net 
worth is only 180 per cent. of his debts 
when it should be 280 per cent. to be 
in line with the position of similar and 
competing companies. Such a sugges- 


state to a. 


tion gives the borrower a mark to attain 
which he knows has a rating value with 
a meaning. 

Furthermore, the recording of this 
proportion from year to year creates a 
debt position record which is quite as 
accurate and important as the current 
position record so universally kept. If 
a borrower, having shown a worth to 
debt ratio on January 1, 1926 of 250 
per cent., showed 225 per cent. in 1927 
and 195 per cent. in 1928, we would 
have a progressive approach to real top- 
heaviness. Such a borrower's position 
would be quite different from that of 
another, in the same line of business, 
whose statements as of the same dates 
showed worth to debt ratios of 160 per 
cent., 180 per cent. and 193 per cent. 
Both have the same proportion in 1928 
but one has been sliding backward and 
one improving. One needs encourage- 
ment and the other criticism. Here lies 
the possibility of productive work, in 
the making of a friend, for the credit 
department. Criticism should be exer- 
cised rationally where needed, but rea- 
sonable encouragement extended when 
deserved, both being based on knowledge 
of facts rather than on a vague phrase 
as a comment. 

As a case in point, the writer would 
present certain data from an actual 
analysis made several years ago over a 
four-year period. The current ratios 
for the company were as follows: 


Per Current 
cent. 
219 yi 
223 5 ae 
358 3.6 
231 I 


ratio 


to 


Those analysts who used the current 
ratio as a guide for credit soundness 
apparently considered this record sufh- 
ciently good to loan and continue to 
loan liberally without adverse comment 
or forceful advice for stengthening of 
position. Current ratios substantially 
above two for one satisfied. Even when 
compared to what was usual in this in 
dustry for these years these ratios were 
apparently considered good by such 
analysts as used this background. For 
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the four years the current ratio for this 
company was relatively 115 per cent., 
113 per cent., 135 per cent. and 77 per 
cent., as strong as the usual for the in- 
dustry. Not until the fourth year did 
it show below parity. 

The record of the worth to debt ratio 
presented, however, an entirely different 
picture. This company showed that its 
net worth was never equal to its total 
debt and that its debt position was 
progressively more and more top heavy. 
The following table shows the record: 


Worth for each 
$100 of debt per cent. 


$53 53 
54 54 
42 42 
57 57 


Ratio in 


The company about maintained its 
own worth to debt proportion. This 
seemed to satisfy creditors as no strong 
adverse criticism was apparent. But a 
financing change and improvement was 
taking place in the industry. As a 
whole, the usual worth to debt ratio for 
the industry was rising. With this 
taken into consideration the company 
did not maintain its relative debt posi- 
tion by any means, as is shown by the 
following table: 


WORTH TO DEBT RATIO 


Company 
relation to 
industry 
usual 


(In per cent.) 


Single 


company Industry 


53 74 
54 90 
42 106 
57 148 


The company started 71 per cent. as 
strong in its financing for capital as it 
should have been to equal its competi- 
tors and dropped to 38 per cent. The 
accompanying comparatively excessive 


overhead costs for capital, creditor 
pressure and necessity for feverish sell- 
ing and collection were bound to bring 
on the necessity for reconstructive fi- 
nancing. The worth to debt ratio gave 
clear indication of this long before the 
current ratio. 


OTHER IMPORTANT RATIOS 


The rather lengthy explanation ot 
these two ratios precludes giving a full 
and complete explanation of other im- 
portant ratios and necessitates their 
mention in the shortest possible manner. 
To a great extent they are all based on 
the substitution of recordable facts for 
the customary phrase criticism, as in the 
case of the substitution of the worth to 
debt ratio for the phrase “top heavy 
with debt.” It is possible to compare 
each of them with usual industry pro- 
portions so that a borrower may be 
advised rather than criticised. This 
advice attitude is one of construction 
rather than harsh judgment and is the 
basis for making the department and its 
affliated loaning officers productive in 
developing friendship from the borrower 
and, most of all, turning the loaning 
mechanism of the bank into a safe, sane, 
and progressive builder of sound busi- 
ness. 

Being “over-inventoried” means noth- 
ing but that the relation of sales re- 
sults for any period and inventories on 
hand are not in the proper proportion. 
Any given inventory in dollars is not 
excessive if the subject has a properly 
related sales volume. If sales as divided 
by inventory show a ratio of 625 per 
cent., sales being $625 for each $100 of 
inventory, when the usual relationship 
for the industry is 600 per cent., then 
the inventory is reasonable no matter 
what its dollar size may be. This 600 
per cent. is taken from a study of thirty: 
four manufacturers of women’s shoes as 
of about January 1 last. If an indi: 
vidual manufacturer in this line shows 
sales of only $400 for each $100 of 
inventory, he may be criticised justly as 
being “over-inventoried” as of that date, 
and the extent pointed out to him. 

Just when is a company “over built 
in plant?” This, or “over-capacitated,” 
is a common phrase of criticism. In 
testing for this possibility, the writer 
suggests that all the fixed assets be 
grouped together as they are all capital 
assets, and then that an attempt be made 
to measure the reasonableness of that 
investment. 
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As any operating company must have 
some such fixed assets and as these are 
capital assets, the relation of the net 
worth to their total is a significant re- 
lationship. A reasonable fraction of 
every dollar of net worth can safely be 
invested in fixed assets leaving a fair 
fraction of the net worth for liquid 
investment in current assets. If a com- 
pany’s net worth be 125 per cent. of 
its fixed assets and it is typical for that 
industry to find the net worth 210 per 
cent. of the fixed assets, then the com- 
pany has too much tied up in plant. 
This seems reasonably logical and the 
process of dividing the net worth by the 
fixed assets to get a figure for record 
seems better than mental reservation. 
This may be more emphatically appre- 
ciated perhaps when it is known that 
both the 125 per cent. and the 210 per 
cent. just mentioned are proper propor- 
tions as between net worth and fixed 
assets, but for different industries. The 
first is for southern cotton mills and the 
second for department stores, as of the 
first of this year. 

Fixed assets are for fabricating or 
distributing purposes. This means that 
sales results should be in sufficient volume 
when compared to them. If this sales 
volume is not relatively high enough, 
then we have over-capacitation of plants. 
This is really too obvious for detailed 
explanation except that it might be in- 
teresting to note that a study of twenty- 
five statements of Portland Cement mills 
shows sales of $65 for each $100 of 
fixed assets as against sales of about $400 
for each $100 of fixed assets in knitting 
mills manufacturing sweaters. 

Taking it for granted that every 
progressive banker wishes to assist his 
credit department to the utmost, those 
of the credit departments find a certain 
laxity in practice that too frequently 
tends to hinder departmental efficiency. 
Those practices subject to criticism are 
in certain faulty methods of handling 
the credit inquiry by mail. 


CREDIT INQUIRIES BY MAIL 


The writer now presents three decla- 
rations concerning the ethics of credit 


correspondence which should be un- 
questionably observed by all bankers in 
seeking information by letter: 

“Indiscriminate revision of files, when 
there is no real need of information, is 
unnecessary, wasteful and undesirable. 

“Every letter of inquiry should indi- 
cate in some definite and conspicuous 
manner the object and scope of the 
inquiry. 

“When more than one inquiry on the 
same subject is sent simultaneously to 
banks in the same city, this fact should 
be plainly set forth in the inquiries.” 

The first of these is aimed at the 
banker or department that believes the 
value of a credit file is dependent upon 
the weight or thickness of its folder 
rather than upon the quality of opinion 
expressed. It seems almost puerile to 
state that inquiry letters should not be 
written when the inquirer has no need 
for information. Yet such is the re- 
liance placed on tickler follow-up systems 
that the writer personally knows of 
many instances in which a bank has 
checked annually on a name that had 
been reported on at least three or four 
such check-ups as having been through 
bankruptcy, liquidation and retirement 
from business. Certainly repetition of 
such information year after year is of 
no value. 

Perhaps the prize instance of the 
thoughtless, useless and foolish inquiry 
was one that asked about the general 
responsibility, standing and progress of 
the Federal Reserve Bank of New York 
City. This is not a joke. Such a letter 
was actually and apparently seriously 
written. 

The second of these declarations is 
meant to help give the recipient of the 
inquiry something to work on in prepar- 
ing the reply. How can the department 
answer a question that is not a question? 
It is a good deal like asking a school boy 
to solve the problem of 4 plus X equals 
what. A company may be worthy of 
recommendation for an amount of $500, 
a questionable risk for $1000 and un- 
sound for a $2000 credit. Inquiries 
couched in generalities beget general 
answers. Specific inquiries beget in- 
formation. Everyone can sense the 
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importance of exactness. A problem 
exactly stated is on the way to solution: 
Therefore when asking a fellow banker 
for help to solve a credit problem one 
should give him some idea of what it is. 





CREDIT DEPARTMENT NUISANCE 

The third declaration is against a 
credit department nuisance. The drag 
net inquiry method is used by some 
zealous seekers for information. The 
bankers’ directory is used as the indi- 
cator of sources of information. Two, 
three, five, ten, or perhaps twenty, banks 
in the domicile of the subject are written 
to by the would-be creditor. Where 
these banks are highly organized and 
in a true willingness to serve begin 
to search for information innumerable 
conflicts between investigators occur, 
busy bank officers answer duplicated 
telephone calls and all is confusion. 
Unnecessary and wasteful expense is 
incurred because it costs each investi- 
gating bank real money to render this 
service. It could be so easily avoided 
that it is almost tragic in its very 
ludicrousness. 

There can be no objection if any 
banker wishes the opinion of several 
bankers. Such a reasonable double or 
triple viewpoint is sometimes highly 
desirable. The confusion of thoughtless 
duplication can be avoided if each letter 
of inquiry were to state something as 
follows: “Information in your posses- 
sion will be sufficient as we are making 
other inquiries.” The recipient of such 
a letter would use such knowledge as 
his bank had on file plus his personal 
observation in making answer. Each 
opinion returned would be a free 
opinion and not, as is often now the 
case, the reflected opinion of the banker 





across the street secured by an investi- 
gator. So short a phrase would save so 


much time, effort and money that it 
seems strange that its value is not self 
apparent. 





KNOWLEDGE OF CREDIT FACTS 


To be productive the credit depart- 
ment must have a thorough knowledge 
of credit facts so that it can advise 
with its customers. Doctors, lawyers 
and all other professional men charge 
for technical knowledge handled and 
used for the benefit of their clients. 
Credit granting is emerging from the 
undertaker stage of caring for sick and 
dying businesses through the remedial 
application of reconstruction processes. 
It is entering into the prophylactic or 
preventive methods stage of pre-construc- 
tion. Those credit departments and 
loaning officers who use their unique 
opportunities of acquaintance with 
many separate companies in single in- 
dustries so as to become conscious of 
what is usual in any industry will soon 
turn their departments into the most 
productive of any in the whole banking 
field. A very prominent banker once 
stated that bankers produced nothing. 
The writer maintains that they can 
produce sound business by the intelli- 
gent application of their massed knowl- 
edge; prosperous customers by sound 
and fearless advice; and, most important 
of all perhaps, contented citizens because 
of their abilities to build up struggling, 
younger companies by living their 
problems with them. In this work the 
credit department should play a leading 
role, delivering its assistance based on 
digested facts and receiving unselfish co- 
operation from all its associates. This is 
the productive credit department. 


FINANCE COMPANY FUNCTIONS IN 
YRELATION TO BANKING 


By Lester E. SHIPPEE 


What the scope and functions of finance companies should be in relation to banking 


or in afhliation with banking institutions. 


This article is based on an address delivered 


by the author before the National Association of State Supervisors. Mr. Shippee 
is Bank Commissioner of Connecticut. 


BROAD interpretation of the 
Aves subject should include 
those finance companies, some- 
times called discount corporations, which 
discount notes of instalment buyers and 
the accounts receivable of manufacturers 
and jobbers. The notes of the instal- 
ment buyers are given chiefly in the 
purchase of automobiles, pianos, radios 
and household equipment articles. This 
is a very extensive business, and there 
are hundreds of such companies in 
existence. They are formed to aid in 
the financing of instalment purchases, 
now so largely universal, thus aiding 
merchants to convert a sale into cash 
before the maturity of the obligation. 
Several of such companies are afhliated 
with and controlled by some of ‘the 
large corporations, such as the General 
Motors Acceptance Corporation. Their 
loans, originating in commercial trans 
actions, are fairly safe, as they are se- 
cured by the personal obligation of the 
debtors and of the merchants to whom 
the accounts are owed. The larger and 
nationally known companies base their 
discount charge on an experience table, 
similar to the mortality tables used by 
life insurance companies. Fewer experts 
are viewing instalment selling with 
alarm and it is gradually being accepted 
as a basic American business practice. 
Outstanding economists have concluded 
that the essential idea behind instalment 
buying is sound. Finance companies of 
this type have no direct affiliation with 
banking institutions. 
It is the finance or security company 
directly affiliated with and operated by 
the bank with which we have to deal. 


Before attempting to describe the pur- 
poses and scope of operation of such 
companies, let us examine the conditions 
which prompted their creation. To do 
this, it is necessary to trace banking 
tendencies of the last few years. 

Commercial banking in this country 
is becoming increasingly complex. Our 
banks are constantly broadening their 
range of activities. We are in an era 
of departmental banking, and the bank 
of limited service appears to be losing 
popular favor. Undoubtedly, some of 
our splendid old line institutions will 
continue to operate in a restricted way, 
but the general trend of the times is for 
banks to attempt to render a wide variety 
of services. Hence, we find the bank of 
today operating a commercial banking 
department, a savings department, a 
trust department, a safe deposit depart- 
ment, a foreign department, and a bond 
or securities department. It manages 
estates and businesses, originates security 
issues, promotes subsidiary companies, 
buys and sells exchange, furnishes travel 
information, and gives countless other 
incidental services to customers: It is 
not surprising that there exists some 
confusion in the public mind as to the 
real purposes and functions of our com- 
mercial banks. Moreover, most people 
agree that supervisors have been kept 
exceedingly busy in endeavoring to keep 
pace with the rapid changes of the last 
ten years. 


AFFILIATED FINANCE COMPANIES NOT 
NEW 


The formation of security or finance 
companies in affiliation with banks is 
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not new, but, until quite recently, such 
companies have only been operated by 
large banks in the largest cities. In 
fact, before the war period, only a few 
of the large banks of the country main- 
tained bond departments, and these 
were really service or statistical depart- 
ments to supply customers with advice 
on investments or to assist in distributing 
the securities of companies in which 
the bank was directly interested. They 
seldom participated in underwriting. 
But, during the war period, many 
smaller banks were practically forced to 
open bond departments in response to 
the new and unprecedented public in- 
terest in investments. Even then, such 
departments were of necessity operated 
in a limited way, and the formation of 
afhliated companies, with few exceptions, 
came as a later development. The 
afhliated and separately incorporated se- 
curities companies were formed on the 
theory that they would keep all of the 
advantages of a simple bond department 
and have, in addition, greater flexibility 
and freedom of action. 

As in the establishment of bond de- 
partments, the creation of security com- 
panies came as a natural tendency of 
the times when financial activities are 
being conducted more and more under 
one roof and by a single administrative 
organization. The security company is 
formed to expand the facilities of the 
bank and to carry on such lines of 
finance and investment as are not per- 
mitted the bank itself by national or 
state laws. In some states, the laws are 
broad enough to permit state banks and 
trust companies to carry on a fairly 
extensive securities business without the 
necessity of creating separate corpora- 
tions. However, all national banks, and 
state banks in many sections of the 
country, are forced to resort to the latter 
method. Such companies usually bear 
names similar to the bank creating them 
and have been and are being organized 
in an ever increasing way. 

While not the oldest company of this 
character, a typical example is the Na- 
tional City Company of New York, 
which was organized in 1911 by the 
National City Bank with an_ initial 












capital of $10,000,000. To carry out 
this organization, the National City 
Bank declared a dividend of 40 per 
cent. on its then outstanding capital of 
$25,000,000. The announcement stated 
that it was “to facilitate stockholders 
in acquiring beneficial interest in the 
security company.” There were no 
separate certificates to represent the 
capital of the new organization, but the 
stock certificates of the National City 
Bank bore evidence of this ownership 
by stamp or indorsement. Consequently, 
such a certificate is inseparable from the 
certificate of the bank. Companies of 
this type have since been formed by a 
number of the banks in New York City. 

In the State of Connecticut, this has 
raised an interesting question. The 
state statutes permit the investment by 
savings banks and trustees in the stock 
of a national bank or trust company 
provided it be located in Connecticut, 
in the City of New York or Boston, 
and, under a recent ruling of the 
attorney-general, the stocks of these 
banks which bear upon their face or 
as an indorsement the ownership in the 
stock of a subsidiary corporation, and 
are inseparable therefrom, cannot be 
purchased by savings banks or trustees 
as such stock carries ownership in two 
clasges of institutions. 

Not all companies are created in the 
manner just described as, in some 
instances, the capital is raised by allow- 
ing the stockholders of the bank. the 
privilege of subscribing to the stock of 
the affliated company at a stated price. 
When so formed, they are, of course, 
under the control of the stockholders 
themselves, through the board of direc- 
tors as in the case of any other corpo- 
ration, yet, as a practical matter, they 
are so closely afhliated with the manage- 
ment of the bank itself, the officers being 
identical and the office under the same 
roof, that to all intents and purposes 
they are controlled by the parent corpo- 
ration. 


BANK HOLDING COMPANIES 


The much discussed bank holding 
corporations, for the most part, are not 
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directly affiliated with banks, but, never- 
theless, all security companies are poten- 
tial bank holding companies. Since the 
holding company idea has spread to 
banking, many of such companies have 
been formed to buy and sell the control 
of banks. Such companies are generally 
viewed with apprehension, and every- 
where the question is being asked, 
“What is happening to bank control?” 
It is possible for such a super-corpora- 
tion to actually control a chain of banks, 
and to defeat the intents and purposes 
of branch banking laws, both Federal 
and state. In New Jersey, a law has 
been recently passed which prohibits any 
bank or trust company from owning or 
acquiring more than 10 per cent. of the 
stock of any other bank or trust com- 
pany, placing further restrictions upon 
transferring bank stocks in the names 
of corporations, and upon paying divi- 
dends upon stock which is owned in 
violation of the statute. 

The Federal Reserve Board, in its 
annual report, issued a warning regard- 
ing the activities of such companies. It 
made the following comments: 

“During the last few years the ex- 
panding operations of financial com- 
panies specializing in the purchase of 
bank stock have presented special 
problems to Federal and state officials 
charged with the responsibilities of bank 
supervision. Such companies have been 
organized in increasing numbers to 
operate extensively in the field of bank- 
ing, not simply as investment agencies, 
but specificaliy in individual instances to 
acquire control of corporately inde- 
pendent banking institutions, through 
stock ownership, and to exercise this 
centralized control in effecting bank 
mergers; in extending identical or virtu- 
ally single corporate control over com- 
panies operated as subsidiaries in special 
fields of banking; in building up branch 
systems in states which permit branch 
banking, and in building up in these 
and in other states—but particularly in 
states which do not permit branch bank- 
ing—chain systems, embracing in indi- 
vidual instances banking institutions 
operating under national and _ state 
charters in several states. 


“Since such companies are not di- 
rectly engaged in the business of 
banking as defined in Federal or state 
statutes, they have not been subject to 
supervision or regular examination by 
banking authorities. In some respects 
the control exercised through stock 
ownership over a group of banks 
operated as a system is similar to that 
exercised by a parent bank over its 
branch offices. This character of the 
financial company brings it clearly with- 
in the field of banking activities, and 
banking officials have been urged to 
subject development of this character to 
careful scrutiny.” 

It is admitted that the bank holding 
company may be a useful instrumental- 
ity if its management is clean and in 
responsible hands. However, it is a 
dangerous device in the hands of pro- 
moters and unscrupulous operators, and 
bankers for the most part frown upon 
its encroachment on our independent 
banking system. It is pointed out that 
personal ownership of bank _ stocks, 
carrying with it a direct legal and moral 
responsibility, affords a greater protec- 
tion to depositors and a deeper sense of 
obligation to customers on the part of 
those who operate the banks. 


OPERATION IN CONNECTICUT 


During the time that the securities 
companies affliated with state banks 
have existed in Connecticut, the writer 
has made some observations concerning 
them. ‘These observations have been 
confined to less than a year, as the 
oldest company has been in existence 
but eight months. There are only a 
few such companies, all being identical 
in set-up, as they have been patterned 
after the oldest and largest company 
which was incorporated by one of the 
successful banks located in the City of 
Hartford. In discussing this new de- 
velopment with the officers of this bank, 
the following questions were asked: 

What actuated the creation of this 
type of company? 

What purpose does it serve? 

What is its present mode of operation? 

What does it accomplish for its stock- 
holders? 
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What does it accomplish for the bank? 

In reply, the following explanations 
were submitted: The demand for stock 
of the bank was far in excess of the 
number of shares which its valuable 
clients were eager to secure. In some 
cases, customers went so far as to ask 
that directors be approached to part 
with some of their holdings. The crea- 
tion of the afhliated company satisfied 
this demand, creating good-will for the 
bank. An expert statistical department 
was maintained which had built up a 
successful investment holding for the 
bank in its various departments and had 
gained a wide reputation for investment 
guidance for individuals. It required no 
additional expense to supply this data 
and ability to another company. It was 
found that many of its clients were in- 
vesting in offerings of investment trusts 
whose stock was issued with a brokerage 
charge at the very start, a majority of 
such companies being created by stock 
brokerage houses who had something to 
sell to these trusts. It was felt that the 


security company would attract this type 


of investor. It might be stated here 
that none of the securities companies 
affliated with Connecticut state banks 
retail securities. It was brought out 
that, under its charter, of course, the 
afhliated company is not bound by the 
restrictions of the banking laws and is 
enabled to engage in many transactions 
which the bank could not handle. It 
was felt that certain types of inactive 
market securities and loans of a more 
or less permanent nature could be safely 
and profitably handled by this type of 
company, which has no one to answer 
to except its stockholders. It might 
participate in underwriting securities 
issues, bring about mergers and whole- 
sale to brokers new issues of securities; 
it could operate a joint account on a 
security with a broker by carrying the 
securities until distributed; it could act 
as an investment guide service to large 
corporate investors, receiving a service 
fee; it could buy and hold stock in the 
bank, making it available to its clients, 
and invest with unrestricted quota in 
securities. 


MODE OF OPERATION 


The present mode of operation is to 
issue capital at par or a slight premium 
paid into surplus, turning into the 
treasury the entire proceeds. The stock 
of the company mentioned above was 
put out at par $25, and is now selling 
at $100. Only one class of stock has 
been issued thus far. The board of 
directors is identical with the board of 
directors of the bank. The officers are 
chosen from the bank’s officers. The 
company thus far has restricted itself 
to investing its funds and to some under- 
writing and joint account participations. 
It is not engaged in retail securities 
distribution and is not geared up for 
that purpose. The company has ar- 
ranged for borrowing on collateral with 
other banks, although some borrowing 
on well margined collateral has been 
handled by its own affliated bank. This 
company’s securities portfolio is natu- 
rally more active than is the bank’s. 
No prospectus offering stock has ever 
appeared and no promise of dividend 
has been proclaimed. The public has 
readily subscribed to all stock offered, 
presumably on the reputation of the 
bank and in the belief that officers and 
directors who made it a success can do 
likewise with an afhliated company. 
None of the stock of this company is 
held as an investment in the bank. 

In regard to record-keeping, this is 
handled by bonded clerks, many of 
whom are regularly employed by the 
bank, which tends to cut down expense. 

Considering that this company has 
only been in operation eight months, no 
statement has been made as to what has 
been accomplished for the stockholders. 
No report has been published, although 
it has been hinted that favorable earn- 
ings have been made. 

To sum up, the bank has as its only 
relationship to the affiliated company 
the same directors and some of the same 
officers. The stock of the securities 
company is entirely separate and distinct 
from the stock of the bank. The com- 
pany is a complete, separate, corporate 
entity. The bank feels that it has been 
benefited because of the fact that the 
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majority of its shareholders are share- 
holders in the security company. It also 
gains by being the principal depository 
of the company. 

Such facts as the securities company 
being charged only the actual purchase 
price of all securities, being given full 
benefit of the entire sales price, operat- 
ing under a minimum expense for 
clerical detail, having the advantage of 
guidance from men really trained in 
investment values and markets, plus 
the fact that these men have created a 
reputation for character, ability, and 
success with the affliated bank, would 
seem to augur well for the investor, 
large or small, and particularly as a 
protection to the small investor who 
rarely is profound in his selection of 
securities. 

Such were the replies to the writer’s 
queries and theories advanced by the 
officers of the first state bank in Con- 
necticut to create a security company. 

The writer has outlined some of the 
types of companies which would fall 
within the classification of security or 
finance companies, discarding those 
which, because of their non-afhliation 
with banks, are of no interest in this 
discussion. He has touched upon those 
companies doing a business similar to 
the National City Company, national 
in scope and performing all of the func- 
tions of investment bankers. Next, the 
angle of bank holding corporations has 
been considered, and, finally, security 
companies of the type recently developed 
in Connecticut and elsewhere. The 
latter are operated in a manner similar 
to that of certain types of investment 
trusts, although they are without trustees 
and without restriction as to invest- 
ments. They simply pool the stock- 
holders’ money for wide or diversified 
investment, and engage in transactions 
not permitted under the banking laws. 


CONCLUSIONS 


Without going into further detail as 
to the various types of security com: 
panies and their set-up, he will attempt 
to draw some conclusions. It is im- 
possible to lay down any general rule 


as to the proper scope and functions of 
security companies afhliated with banks, 
nor has the writer any desire to attempt 
to play the dangerous role of prophet 
concerning the future of such companies. 
But there are certain danger signals to 
be heeded. It is to be hoped that banks 
will not plunge into the formation of 
afhliated companies without a most 
painstaking and deliberate consideration 
of all the elements involved. Many 
factors are to be considered—-the bank 
itself, the type of business carried on, 
the character of its clientele, the sort 
of community in which it is situated— 
all of these things should be weighed, 
and, further, no bank should undertake 
to operate such a company unless it is 
prepared to furnish an efficiently trained 
personnel to conduct the business on a 
high plane. In any case, an affiliated 
company should not be created unless 
it is deemed to be necessary for the 
legitimate expansion of the bank’s activ- 
ities. The formation of such companies 
purely for speculative purposes or to 
take advantage of favorable conditions 
in the stock market is to be deplored. 
The bank which has formed a company 
solely for this purpose and has been 
fairly successful with it because of the 
rising prices of securities may, for the 
time being, enhance its prestige with its 
customers by making favorable com- 
mitments for them in the market. But 
what of the effect when, through adverse 
market conditions or poor judgment, it 
can no longer make unusual profits for 
its clients? The American speculative 
public has been in a very exuberant 
temper and has learned to expect un- 
usual returns as a result of the long- 
sustained bull market of the last few 
years. Further, if the company engages 
in commercial transactions which are 
not properly within the scope of con- 
servative banking and sustains heavy 
losses, what will be the effect of such 
losses on the bank itself, even though 
they are not actually charged against 
the bank’s own surplus and earnings? 
Another danger lies in the fact that 
the credit judgment of the loaning 
officers of the bank may become warped 
through the tendency to retrieve errors 
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made in the affliated company by credit 
commitments which otherwise might not 
be made. This supposition may be far- 
fetched but it would appear to ‘be a 
natural result when, especially in the 
case of the small bank, the officers of 
the bank also serve as officers of the 
afhliated company and are, therefore, 
virtually acting in a dual capacity. 

After all, the question is just how far 
the activities of a bank as we know it 
today ought to be extended, rather than 
a question of the scope and functions 
of the afhliated company. A security 
company, in every case, is in existence 
solely because of its affiliation with the 
bank, and care should be exercised in 
developing the affiliated company to see 
to it that it does not become a case of 
“the tail wagging the dog.” 

It 1s admitted that security companies, 
in the main, have performed a splendid 
service and are, perhaps, a necessary 
development in the modern tendencies 
of banking. There is little to be feared 


from the seasoned companies operated 
by the large metropolitan banks, as such 


companies have performed a very useful 
function, and, because of their afhliated 
banks’ ability to command a. trained 
personnel, their record has been excep- 
tionally clean. If, however, we are 


going to have a general aping by small 
country banks of such companies because 
of their success, and security companies 
are created wholesale without reference 
to need or ability to properly conduct 
them, grave consequences are apt to 
ensue. 

At this particular stage in the devel- 
opment of these companies, it is next 
to impossible to define or even visualize 
what should be their ultimate and 
natural scope and functions. However, 
whatever the set-up and technique of a 
subsidiary company or whatever the 
scope of its functions, its affiliation with 
the bank should constantly be kept in 
mind in all its transactions, and it 
should be conducted always with the 
full realization that, although it may be 
a separate legal entity, it, in most cases, 
virtually becomes a part of the bank and 
is so viewed by its customers and the 
general public. Therefore, it is impera- 
tive that it does not engage in risks 
which would be highly improper or 
hazardous for the bank itself to under- 
take, since, because of the inescapable 
relationship, any adversity coming to 
the affiliated company will most surely, 
directly or indirectly, adversely affect 
the bank. In that one aspect hes its 
greatest danger. 
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THE WAY TO FARM PROFITS 


By Rosert STEWART 


What's wrong with the agricultural industry and some suggested remedies. The author 
presents evidence making it clear that much of the trouble with agriculture is due 
to preventable and economic waste in the production, transportation and marketing of 
farm products. Dr. Stewart is dean of the College of Agriculture, University of Nevada. 


1920 there has been constant dis- 

cussion of the agricultural problem 
znd various proposals have been made 
for its solution. Many of these pro- 
posals are fantastic and impractical. 

Farmers themselves have condemned 
agricultural leaders for teaching them 
how to increase crop yields by efficient 
production when the problem, as one 
farmer so vigorously says, “is not how 
to produce two blades of grass where 
one grew before, but rather how to 
market the one blade which is produced 
at a profit!’ Most agricultural leaders 
of the country have not only remained 
silent under this indictment, but have 
actually indorsed this doctrine. 

In the minds of many farmers this 
happy condition is to be brought about 
by means of co-operative marketing as- 
sociations, which will function in some 
mysterious way by eliminating the many 
middlemen and thus permitting the 
farmer himself to absorb the middle- 
men’s profits. “How can the farmer get 
a larger share of the consumer’s dollar?” 
seems to he the slogan. It is completely 
forgotten that the first step in successful 
marketing is economic production. 


S20 the agricultural depression of 


REASONS FOR FARMER'S STATE OF MIND 


This state of mind of the farmer is 
further aggravated by many ill-advised 
and unfortunate illustrations which are 
made by the agricultural press, politi- 
cians and would-be farm uplifters. 

It means nothing, for example, to the 
intelligent farmer to be told that a 
watermelon for which he receives only 
fifteen cents 1s cut up and sold for thirty 


cents a slice in a restaurant in Chicago. 
The knowledge that a crate of celery 
for which a farmer in Norfolk, Va., 
receives forty cents is retailed for $2.60 
by a groceryman in the Bronx, is of no 
value to him. 

The fact that a bushel of wheat, for 
which the farmer receives $2, when 
served in the form of puffed wheat in 
the dining car of the palatial limited 
train brings in $560 is an interesting 
one. 

It is also interesting to know that 
there are 28,000,000 people in the 
United States who are dependent for 
their living on the production of farm 
products and that there are 19,000,000 
who are dependent for their living by 
marketing them. 

But such information is no more 1n- 
teresting than the fact that a piece of 
rock quartz for which the miner receives 
a few cents is converted into the crystal 
of a powerful telescope worth hundreds 
of thousands of dollars to the scientist. 

Such information also is valueless in 
pointing out to the farmer how he may 
make more profits. The way in which 
such information is usually presented to 
the farmer only antagonizes and in- 
flames his mind, since direct sale of farm 
products to the consumer is impossible 
in any large way. 

The farmer may substitute his own 
agents for the present middlemen but 
the function performed by them rep- 
resents a necessary service in the market- 
ing of farm products and cannot be 
dispensed with or performed by the 
farmer himself. 

The history of unsuccessful co-opera- 
tive marketing associations in the United 
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States is largely a record of attempts to 
eliminate the middlemen and to substi- 
tute therefor the agents of the farmers. 
The history of successful co-operative 
marketing associations is largely a recital 
of a constant successful fight to eliminate 
waste in the scientific production and 
merchandising of farm products. 


AN ANALOGY FROM INDUSTRY 


C. F. Kettering, president of the 
General Motors Research Corporation, 
in a recent address aptly said, “In re- 
search we simply start in to find out 
what is wrong with something and then 
fix it.” 

This method of procedure applies 
equally as well to the agricultural 
problem. What is wrong with agricul- 
ture? What is the solution? What 
can be done to increase farm profits. 

The successful business man in any 
industry maintains his profits by con- 
stantly striving to reduce the cost of 
production and also by the cflicient 
merchandising of his product. 

He attempts to reduce the cost of 
production by efficient management in 
the economic control of the factors of 
production and in so far as possible by 
the elimination of the waste in the 
production and marketing of farm 
products. 

THE WASTE IN PRODUCTION 
MARKETING 


AND 


One of the definite things which is 
wrong with the agricultural industry is 
the tremendous waste which occurs in 
the production and marketing of farm 
products. 

There are various ways in which 
economic waste occurs in the produc- 
tion, transportation and marketing of 
farm products which, if they occurred 
in any other industry, would wreck it. 
A careful consideration of these wastes 
indicates that they can be controlled 
and in many cases entirely eliminated. 

What is ordinarily thought of as 
waste, such as loss from decayed fruit 
and vegetables, is a small item compared 
with other more important wastes which 


occur all along the line in production of 
food for the consumer’s table. 

There is marked economic waste in 
time and labor in the production of 
many farm crops. The maximum 
possible labor period involved in the 
production of a crop of wheat is about 
cne hundred and twenty days. There 
are three hundred and sixty-five days in 
a year; there are fifty-two Sundays and 
three general holidays. The single-crop 
wheat farmer must, therefore, be idle 
about one hundred and ninety days out 
of the year. A similar condition pre- 
vails in the production of cotton and in 
many cases in the production of rice 
and alfalfa. On some of the Govern- 
ment reclamation projects many of the 
farmers are in rea! distress. Yet 90 per 
cent. of the entire area on some of these 
projects is a single crop alfalfa and the 
farmer of necessity must be idle three- 
fourths of his time! This is economic 
waste and all enters into the high cost 
of production. 


PREVENTABLE WASTE DUE TO DISEASE 
AND INSECTS 


The waste occurring in the produc- 
tion of food from plant insect pests and 
diseases totals enormous amounts each 
year. A large part of this waste could 
be eliminated by careful work on the 
part of the farmer. 

In a single year the late blight of the 
potato caused an estimated loss of ten 
million dollars to the farmers of New 
York State alone and probably one 
hundred millions loss to the potato 
growers of the United States. Yet this 
disease and this loss can be eliminated 
by efficient spraying of the potato plant 
with Bordeaux mixture. 

The loss from smut or bunt in wheat 
is estimated to reach twenty-five million 
dollars annually. Yet this disease can 
easily and effectively be prevented by 
the simple copper carbonate dust treat: 
ment of the seed wheat which has proved 
to be 100 per cent. effective. The 
remedy is simple and easily applied and 
its universal use by wheat producers 
would eliminate considerable economic 
waste in the production of food on the 
farm. 
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ELEPHONE plant must be planned 

years in advance of the demand for 
telephone service. Giant switchboards 
that will serve 10,000 or more lines take 
many months to build and place in use. 
Sites for new buildings must be pur- 
chased, central offices erected, under- 
ground cables laid, aerial lines built, 
telephone instruments manufactured, to 
provide for the 800,000 additional tele- 
phones connected annually to the Bell 
System. 


Vital Facts for Investors About 
American Telephone and Telegraph 
Company Stock 


Back of this stock is a capital invest- 


ment of more than three and a quarter 
billion dollars. In 1928, eighty-five 
million dollars was expended by the 
Bell System for central office equip- 
ment, one hundred and seventy million 
for aerial and underground lines, and 
another hundred million for subscribers’ 
telephone equipment and private branch 
exchanges. The Bell System is constantly 
expanding. Between 1912 and 1917 
3,083,000 telephones were added to it; 
between 1917 and 1922 3,510,000 tele- 
phones; between 1922 and 1927 4,315,000 
telephones. And this growth is continu- 
ing at the rate of more than 2,000 tele- 
phones a day. May we send you a copy 
of our booklet, “ Some Financial Facts”? 
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Poisonous plants take an enormous 
toll every year from the livestock men. 
In the national forests alone it is esti- 
mated that 6000 cattle and 16,000 sheep 
are annually killed from eating poisonous 
plants. Yet the facts relative to the 
economic control and elimination of this 
waste are known and if adopted would 
result in a large saving to the stockmen 
who use the national forests and public 
range for grazing. 

Poisonous plants are more dangerous 
at certain times of the year than at other 
times. Care must be exercised in pastur- 
ing on known poisonous plant areas 
during these periods. Plants that are 
stunted or wilted are more apt to de- 
velop poisonous principles than those 
which are normal and vigorous. Over- 
grazing must, therefore, be zealously 
guarded against. Various simple pre- 


cautions of this sort would eliminate a 
large part of the waste due to the death 
of animals from eating poisonous plants. 


WASTE DUE TO FARMING POOR LAND 


There is tremendous waste in farm- 
ing poor land that is badly in need of 
drainage. Large areas of land under 
irrigation are heavily impregnated with 
alkali which could easily be eliminated 
by drainage. In humid regions there 
are vast areas of land which are so 
water-logged that only poor yields are 
possible. These conditions add to the 
excessive cost of production of farm 
crops. 

Soil erosion is another important way 
in which waste occurs in food produc- 
tion. Thousands of acres of land in the 
northeastern United States are being 
used for crop production which are 
adapted only for pasture or tree produc- 
tion. Such land under cultivation 
produces only poor crops and rapidly 
washes away. It should even now be 
allowed to revert to its native state. 

Much land in the United States has 
been cropped so long and persistently 
that it is depleted of its readily available 
plant food. It is being farmed at a high 
cost of production. It should be built 
up by a definitely planned system of soil 
‘ertility by the scientific use of lime- 


stone, manure, legumes and commercial 

plant food. Such practices would result 

in higher yields with greater profit to 

the farmer. 

WASTE IN MERCHANDISING SHOULD BE 
ELIMINATED 


The economic merchandising of the 
crop produced by the farmer is of course 
important, but it is valueless for the 
farmer to complain about the present 
system of marketing if the crop is 
produced at such a high cost of produc- 
tion as to prohibit a profit at any possible 
market price the consumer can pay. 

There is, of course, a tremendous 
amount of waste in the marketing of 
the food products of the farm. The 
farmer himself has the power to elimi- 
nate much of the preventable waste in 
marketing of food products. 

In many farm communities it is diffi- 
cult to obtain any quantity of a uniform 
farm product because of the great 
number of kinds grown. The price is 
consequently reduced a few cents per 
bushel or pound and the farmer is loser 
thereby. Economic waste occurs due to 
lack of standardization. 

In some sections of the country some 
good work has been done to eliminate 
this waste. The Kansas Agricultural 
College in 1906 developed a new wheat 
known as Kanred wheat which is well 
adapted to Kansas conditions. In 1923 
it was estimated that 45,000,000 bushels 
of this variety were produced in Kansas 
alone, and undoubtedly within a few 
years this will be the principal, if not 
only, variety of wheat grown in Kansas. 
This is standardization and elimination 
of waste. 

In the shipment of potatoes it is still 
the practice in many localities to ship 
all sorts, sizes and conditions of potatoes 
together. Large, fine potatoes are mixed 
with small, gnarly and bruised ones. 
The result is that the price is lowered 
to the producer since such shipments 
must of necessity be sorted at the, ship- 
ping terminal and properly graded be- 
fore they are sold to the consumer. The 

(Continued on page 53) 
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passes through 

seventeen pairs of 
hands. 


AN ENTIRELY NEW KIND OF 
CHECK PAPER 


The first 
ever devised expressly for check purposes 


Tue Todd Company has developed a 
new kind of paper—one highly spe- 
cialized to meet the particular demands 
made upon checks—a new Super-Safety 
Check Paper. The continued expansion 
in the use of checks, subjecting them to 
wider circulation and multiplied han- 
dling, has emphasized the universal need 
for this stronger, more durable, more 
lasting check paper. 

Today the requirements of an ideal 
check paper have become: Foldability. 
‘rhe new Super-Safety Paper has ex- 
traordinary ability to resist sharp fold- 
ing without weakening. Good writing 
surface. Ink ‘‘takes” readily on the 
snooth, easy-writing surface of these 
handsome checks, but does not spread 
laterally. Long life—the 
lack of any tendency to 
beccme brittle with age. 

The new Super - Safety 
Paper has at least seven 
times the life of ordinary 
check paper. Strength— 
very long fiber and little 


sizing give the new Super-Safety Paper 
intrinsic resistance against destruction, 
without brittleness or bulk. Low cost— 
This fine new paper costs no more than 
the moderately priced Super-Safety 
Paper it supersedes. 

The Todd Company has exclusive con- 
trol of the new Super-Safety Check 
Paper. This, the first real check paper, 
cannot be duplicated by anyone else in 
the world. Nearly two million dollars 
and four years have already been de- 
voted to research and laboratory work 
developing this exclusive new paper. The 
complete process of manufacture is 
known only to one man. 

Every bank will be interested in this 
new Super-Safety Paper. All standard 

check forms are availabl- 
in a choice of six colors. 
Let us send you samples 
and a price list. Bankeys’ 
Supply Division, The 
Todd Company, Roches- 
ter, Chicago, New York, 
St. Paul, Denver, Dallas. 





BLUE SKY LEGISLATION AND INVESTMENT 
TRUSTS 


By Jesse V. CRalc 


A discussion of what may be done to save that which is of value in the investment 


trust movement and to discard that which is unsound. 
address before the National Association of Securities Commissioners. 


This article is taken from an 
The author is 


president of the association, chairman of the association’s committee on investment 


trusts, 


that has been enacted in recent 

years, and at its outset was more 
or less experimental. The first laws 
relating to blue sky legislation were 
enacted in the State of Kansas in the 
year 1911. Blue sky legislation has for 
its purpose the protection of the public 
against the imposition of the offering, 
sale or issuance of securities that are un- 
sound, worthless or fraudulent. Such 
legislation is not a new code of ethics 
or business principles, but it rather re- 
flects the establishment of a recognized 
code of ethics and business principles. 
Its immediate application is to that field 
of commerce which is engaged in the 
offering, sale and issuance of securities. 
Prior to the enactment of such legisla- 
tion this field had proven to be a most 
profitable one for the end of the fraud 
promoter and swindler and the recogni- 
tion of this fact resulted in crystallizing 
opinion which led to the enactment of 
such legislation. Blue sky legislation 
does not propose that any administrative 
body should attempt to remove or elimi- 
nate the ordinary risks or hazards of 
business, or that it should attempt to 
curtail the rights of persons to engage 
in any specific business, or to eliminate 
business which contains the element of 
speculation, if such business is justly 
and fairly conceived, and honestly con- 
ducted. The primary duty of the blue 
sky administrative body is that of en- 
forcing the legislation enacted, and does 
not aim to control the ordinary business 
affairs of persons when conducted in an 
honest manner, and when they do not 


Bix sky legislation is legislation 


and securities commissioner of Nebraska. 


endanger the welfare of the investing 
public, prior to such investment. 

The title of such legislation, namely 
“blue sky,” was derived from the use 
of certain language which was employed 
in a case presented to the United States 
Supreme Court involving the question 
of the constitutionality of legislation of 
this character. The language was used 
in reference to securities which were 
issued against “speculative schemes which 
have no more basis than so many feet 
of blue sky.” Fraud laws long formed 
a part of the laws of civilized nations. 
The first code of laws ever drawn rec- 
ognized the possibility of fraud among 
transactions between men. As civiliza- 
tion progressed, law developed and, as 
a consequence, law espousing a doctrine 
of condemnation of fraud has developed 
to meet the varying phases of the prog- 
ress of civilization. The Kansas law, 
when first enacted, attracted widespread 
attention throughout the country, with 
the result that within the ensuing legisla- 
tive years laws of a similar character 
were enacted by various states of the 
Union. Such laws were largely experi- 
mental. Because of the inexperience of 
legislative bodies in drafting such laws, 
they did not do all of the things that 
they purported to do, with the result 
that the early history of this legislation 
in this country was more or less unsatis- 
factory. The principle, however, of 
such legislation gained immediate and 
favorable recognition, resulting in the 
enaction by various states of the Union 
of laws that were improved from time 
to time, and which became more effec- 
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tive. Since the adoption of the first 
blue sky law in Kansas, we find that 
most of the states have enacted such 
laws, which, in practically every case, 
are now so intelligently written as to 
thwart the activity of the swindler who 
attempts to engage in the business of 
offering, selling or issuing unsound, 
worthless or fraudulent securities. 

Under the present securities acts of 
the various states the attempted offering, 
sale or issuance of unsound, worthless 
or fraudulent securities has been mate- 
rially curtailed and it appears that such 
promotions have practically disappeared 
from the states which have such effec- 
tive legislation. Vigilance, however, 
must be maintained at all times to 
thwart this evil. 

Most of the states of the Union have 
enacted blue sky legislation in some 
form. One by one these states found 
it necessary to enact such effective legis- 
lation. It appears that the remaining 
states will do so at an early date, 
because they have been infested with 


security swindlers, who use such states 
as a base for their swindling operations, 
both within and without the states. 


PURPOSE OF ASSOCIATION OF SECURITIES 
COMMISSIONERS 


The National Association of Securities 
Commissioners was formed to further, 
by co-operation, the activities of the 
several states in all matters of impor- 
tance relating to the prevention of the 
distribution of unsound, worthless and 
fraudulent securities. The association 
co-operates with all responsible agencies 
interested in the prevention of the 
distribution of unsound, worthless or 
fraudulent securities, among them the 
various stock exchanges, the Investment 
Bankers Association of America, the 
National Better Busines Bureau and 
local better business bureaus, the In- 
vestors Protective Bureau, Inc., of Chi- 
cago, and the National Association of 
Real Estate Bond houses. 

The association committee on invest- 
ment trusts, of which the writer is 
chairman, was created to study, ex- 
amine and report on the subject of 


investment trusts, and their develop- 
ment. and which plan of investment 
appears to be one which will continue 
in this country with the probability that 
its importance will increase in the 
future. 

For many years the investment trust 
has been used as a medium of invest- 
ment in England and Scotland. There 
are now in these two countries more 
than one hundred such trusts, which are 
reported to be members of the British 
Investment Trust Association, and it 
appears that their combined resources 
exceed £200,000,000, or about a billion 
dollars. The British Investment Trust 
Association does not include all of the 
existing trusts in these countries. 

During the last three or four years 
numerous trusts have been formed in 
the United States. The combined re- 
sources of such trusts, in 1924, were 
considerably less than a_ half-million 
dollars, and up to the present time have 
grown to enormous figures. What is 
the record of such trusts in England and 
Scotland, and what will their future be 
in this country? 

During the period 1885-95, when a 
great number of the British investment 
trusts were formed, money could be 
borrowed in England and Scotland for 
3Y and 4Y per cent. Taking advan- 
tage of this cheap money, trusts obtained 
cheap working capital and invested it 
in foreign countries where capital could 
earn a greater per cent. A story has 
been told in Dundee, Scotland, as to 


, the formation of an investment trust. 


Back in the early sixties, a young 
man, who was laboring in a jute mill, 
prepared to visit the United States. A 
number of his friends told him that 
they each had a thousand pounds, about 
$5000, to invest, and asked him to make 
inquiry for them and buy for them some 
investment bargain while he was in 
America. These requests were made by 
a number of his friends and he said to 
them: “Why should we not all com- 
bine our capital so that we can buy as 
many different bargains as there are 
persons who desire to invest, and in this 
manner we will spread our risk with 
each one of the investors, and each 
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own a share in all of the investments 
made.” His suggestion appears to have 
been adopted and thus was created an 
investment trust. It is further stated 
that this Scotchman is today a very old 
man, but that he is still alive, managing 
a group of trusts. 

British trusts, to which we have been 
referring, do not resemble our great 
American trust companies. The only 
business done by such investment trusts 
is the investing and re-investing of 
capital in widely diversified groups of 
securities. A general banking business 
is not conducted by them, nor do they 
distribute securities. It does not appear 
that they are holding companies, nor 
finance companies. 

Years of experience of the Scottish 
and English trusts have taught them 
three important things: 

First of all, the management must be 
reliable and free from bias in the selec- 
tion of investments to be made, for the 
reason that any afhliation in other busi- 
ness tends to warp the free judgment of 
the persons interested and may prove 
harmful. 

Second, the management must exer- 
cise due care as to diversification. There 
must always be no less than twenty 
different investments, which in actual 
practice is generally exceeded. Many 
of such trusts hold a much greater 
number of different securities. 

Third, the management must make 
complete and accurate operating and 
investment earning statements to the 
public periodically. 


EARNINGS ONLY METHOD OF JUDGING 
TRUSTS 


The only way in which one may 
properly judge a trust is by the earnings 


on its investments. Because of their 
recent establishment in this country, 
figures for all of such trusts are not 
available, but it appears that the per 
cent. of earning on such trusts that are 
soundly managed is high. 

During and since the World War 
the wealth of the United States has in- 
creased enormously. Investors have had 
more funds available for investment and 


within recent years the supply of such 
investment funds has become much 
greater than the supply of higher 
earning investments will accommodate. 
Abundant investment money has cut the 
coupon rate on practically all new in- 
vestment issues, and this rate has been 
steadily declining from about 8 per cent. 
during the war, to less than 6 per cent. 
at the present time, with the future out- 
look to 5 per cent. or perhaps to 4 per 
cent. 

Investment capital generally flows 
where it will receive the largest earn: 


«ing. The great abundance of capital in 


Great Britain during the years 1885-95 
caused her investors to seek foreign in- 
vestments. This condition in America 
appears to be much like Great Britain’s 
status and America therefore is seeking 
investments of a higher yield in many 
foreign countries. 

The rapid growth of investment trusts 
in this country during the last few years 
gives evidence that securities of such 
well managed institutions will be widely 
sought and that such reliable institutions 
will make substantial growth. To be 
sure, some trusts will be more successful 
than others—all depending upon the 
ability, integrity and foresight of the 
management of the trust. This, after 
all, is the real test of the success of any 
such institution. 

The British investment trusts have 
been through the worst possible kind 
of financial disturbances, including wars 
and panics in all parts of the world, 
and, when efficiently managed, appear 
to have successfully survived and pros- 
pered. The investment trust, in a strict 
sense, does not contemplate the function 
of financing or promoting, although in 
some cases, both in this country and in 
Great Britain, this appears to be per- 
mitted by charter, and in some instances 
has been actively carried on. 

The first pre-requisite of a successful 
investment trust is that of honest, intelli- 
gent and capable management. From 
the point of view of an investor, one of 
the matters of greatest importance is the 
amount of information which is given 
to the investor by, the management. 

If the investing public is to be 
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In the savings departments of many of the most prominent 
banks in the country, both depositor and bank are getting 
a new service and protection with National Posting 
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Bank of Nova Scotia, Montreal, Que., Canada. 
Federal-American National Bank, Washington, D. C. 
Harris Trust Co., Chicago, III. 

Equitable Trust Co., Baltimore, Md. 

First National Bank, Boston, Mass. 

First National Bank, Kansas City, Mo. 
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Marine Trust Co., Buffalo, N. Y. 

National Bank of Niagara & Trust Co., Niagara Falls, N. Y. 
Dayton Savings & Trust Co., Dayton, Ohio. 
Frankford Trust Co., Philadelphia, Pa. 

National Copper Bank, Salt Lake City, Utah. 

First Wisconsin National Bank, Milwaukee, Wis. 


For detailed information on this new machine, write or wire the 
Accounting Machine Division, The National Cash Register Company. 
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educated to the purchase of securities 
of investment trusts, the management 
should give to prospective investors 
complete and accurate information re- 
garding the policies of management, as 
well as the securities or types of securi- 
ties. We find at the present time there 
are Outstanding examples of trusts which 
are in effect nothing more than “blind 
pools,” which is to say that hardly any 
information is given. Again, there are 
those which publish an annual report, 
showing the total net earnings. Others, 
in their annual reports, give considerable 
detail, such as percentages of various 
types of securities held, and again there 
are a few who send to their investors 
periodically, complete reports, giving 
detailed lists and accounts of all trans- 
actions. 
present trend of the new development. 
The subject is an enormous one, which 
is filled with great possibilities and great 
pitfalls. Its history in Great Britain 
shows that, under proper guidance, the 
investment trust principle is not only 
sound, but profitable. It gives the in- 
vestor opportunities which he cannot get 
in any other way, without assuming 
undue risk. 

British trusts have gained public con- 
fidence. Prior to the war their deben- 
tures sold freely on a 3! per cent. basis, 
and preference shares yielded about 4/2 
per cent. The debentures were exten- 
sively purchased by many companies and 
institutions in enormous amounts. 


PROBLEM OF INVESTORS 


The great problem that confronts 
American investors is that of the form 
of the investment. It is a comparatively 


new field to us. Will it continue to 
grow on sound and serviceable lines, as 
it did in Great Britain, or, after having 
achieved some success at the start, will 
it become a vehicle for not only in- 
competent but dishonest swindling pro- 
moters? 

It must always be remembered that 
the offerings of swindlers are “set-ups” 
which closely follow and resemble sub- 
stantial offerings. Investment trust 
offerings are by their very nature techni- 


This is a brief outline of the - 


cal in character and require the most 
careful study on the part of an investor, 
if he is to know that the security offered 
is a substantial one. Great care must 
be exercised in selecting such securities 
and it is for this-reason that the securi- 
ties commissioners of the various states 
who are administering blue sky legisla- 
tion have “made haste slowly” in quali- 
fying investment trust securities. 

It is to be noted that market quota’ 
tions on stocks, for the last several years, 
have been a record of steady incline and 
that stocks are now at prices much 
higher than in years past. It must, also 
be noted that there are many stocks held 
which are of very little value. A situa- 
tion is therefore afforded through such 
arrangement to “dump” weaker securi- 
ties with others that are substantial, 
with the result that the weaker security 
may be absorbed and its loss distributed. 
Dealers and investors in investment trust 
securities must know exactly and accu- 
rately what is offered; that the manage- 
ment is efficient and sound; and the 
entire details of the offering, if they are 
to be protected in marketing and hold- 
ing such securities. 

The investment trust movement has 
its skeptics and there are even those 
who would discourage the movement as 
a public investment policy. On the 
other hand, there are many enthusiastic 
sound thinkers who hold the opinion 
that the investment trust movement will 
fill an economic need. 

Our problem, however, is what may 
be done to save that which is of value 
and to discard that which is unsound. 
Most of our states are equipped with 
legislation which properly places the in- 
vestment trust question under the secur- 
ities acts of the various states. There 
is, however, a dual phase of the problem 
which is not common to regulatory type 
of legislation. 

First, there is that character of legis- 
lation which may be insisted upon as 
applicable to the organization period and 
which is preparatory and related to the 
issuance and sale of such securities to 
the public. 

Second, there is that type of legisla- 
tion which some at least insist..is ad- 
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est Bank in Pennsylvania: 
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All these are at the command of our 
correspondents, and combine to make it 
to an unusual degree 
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visable for safeguarding the public’s 
interest in an investment, which, when 
once made, extends beyond the time of 
financing the trust fund through the 
public. The former of these two is 
more or less transitory and may be based 
on organization fundamentals. The 
latter is of a more permanent character 
because it may continue throughout a 
long period of operation and relates to 
conduct in management after the trust 
is put in motion. The former is within 
the province and scope of most of the 
present-day securities laws; the latter, 
with certain execptions, is more nearly 
like the laws which relate to public 
supervision of banks, insurance com- 
panies, etc. One holds to the view that 
supervision or regulation, as may be 
determined upon, should be under the 
jurisdiction of the present-day securities 
laws; the other advances the view that 
supervision should be by and under the 
department supervising banks, trust 
companies, etc. It appears, however, 


that such supervision or regulation as 


may be adopted will eventually fall 
under the jurisdiction of the securities 
laws. This conclusion appears to be 
practical and is most likely to occur for 
the following reasons: 


REASONS FOR PROBABLE JURISDICTION 
OF SECURITIES LAWS 


First, the public offering and sale of 
the securities of an investment trust for 
the purpose of acquiring the trust fund, 
with appropriate supervision over such 
public offering, which supervision is to 
prevent fraud through misrepresenta- 
tion, is the natural function of a securi- 
ties law. 

Second, appropriate and sound super- 
vision during the formative period and / 
or the sale of the securities will involve 
many of the safeguards which would go 
to the protection of the investors during 
the future, or period of operation. 

Third, the tendency on the part of 
legislators will be not to divide super- 
vision or regulation between two differ- 
ent administrative state authorities dur- 
ing the different periods of existence. 
More likely legislators will insist that 


whichever branch of the state govern- 
ment assumes original jurisdiction, should 
continue throughout the life of the 
entity, even though the functions at 
different periods are not wholly alike. 

Fourth, banking departments general- 
ly will elect to avoid additional respon- 
sibilities which will devolve upon the 
department by reason of placing such 
entities under their jurisdiction, while 
the securities commissioners are prob- 
ably willing to assume the task. 

Fifth, investment trusts, unlike banks 
or such other institutions, do not all 
sustain a direct relationship to the public 
interests such as universally fall within 
that class of institutions usually sub- 
jected to state supervision or regulation. 
Many investment trusts will be closely 
held, financed and operated by and in 
the interests of a small group of pro- 
moters and, from whatever angle con- 
sidered, may need no specific supervision 
or regulation. In such cases promoters 
are merely handling their own money 
in their own way and in accordance 
with their own judgment. The public, 
as an investor or otherwise, is in no 
way concerned, and therefore is not 
interested. General banking laws in- 
volve all alike, while it is fundamental 
to apply securities laws only when the 
investing public is involved. 

Sixth, bank and banking laws are 
specific and provide limitations in all 
items of powers granted. These are not 
adaptable to investment trusts and would 
necessarily need many amendments, if 
they were made to apply to investment 
trusts. This would have a tendency to 
create a chaotic condition with banking 
laws for proper regulation, as in banks 
and banking. 

Seventh, those who would not have 
supervision by the banking department 
point out that an investment trust is 
not a banking institution, but a com- 
mercial enterprise, having as the com- 
modity which it would buy and sell, or 
hold, for the interests and benefits of 
those who have a share in the owner- 
ship, the securities of other entities. 

Investment trusts have never been 
the object of specific legislation. It is 
contended, however, that in. the ~in- 
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vestment trust movement lurk certain 
dangers which should be averted; that 
certain evil practices must be curtailed 
or suppressed; that public supervision 
is necessary. We are, however, not 
without adequate remedy. 


SECURITIES LAWS SUFFICIENTLY BROAD 


The great majority of the securities 
laws of the several states, whether of 
one type or another, are sufficiently 
broad to assume jurisdiction over invest- 
ment trust securities during their initial 
distribution. There is no doubt that 
they are sufficient in scope to justify 
requirements that sound fundamental 
principles be incorporated in the organi- 
zation charter or trust agreement as a 
fixed condition precedent to the sale of 
such securities in a particular jurisdic- 
tion. Their breadth of scope is sufficient 
to prevent misrepresentation or with- 
holding of material facts which may 
work or tend to work a fraud upon 
the public during distribution. Those 
interested in sound investment trusts 


will not object to reasonable restrictions 


or requirements. Publicity and educa- 
tion will take.\care of the rest. 

As a working basis for essential con- 
ditions and limitations in any regulatory 
law on the subject, other than reasonable 
provision for the prevention of fraud 
through misrepresentation or withhold- 
ing of material facts, the following is 
suggested as being an appropriate frame- 
work on which to build the finished 
product through suitable phraseology: 

First, investment trust securities, in 
whatsoever type, should be in marketable 
form; that is, transferable by indorse- 
ment and delivery and in such language 
as would entitle them to enjoy the facil- 
ities of the public markets. 

Second, the personnel of the manage- 
ment of an investment trust must be 
required to show a clear record of good 
business repute, to be of integrity and 
of investment experience, as will assure 
responsibility and competency in such 
organizers or managers of the trust. 

Third, persons promoting or manag- 
ing an investment trust should be re- 
quired to show a substantial investment 
therein, as would tend to assure a 


personal interest in, and due regard to, 
the future sound business management 
and successful outcome of the under- 
taking. Such may be waived in the 
case of fixed trusts managed by rec- 
ognized, responsible trust companies or 
banks with trust powers. 

Fourth, certain essential fundamentals 
should be required to be provided in 
the charter or trust agreement which 
should be of that character amounting 
to a covenant with all investors. Some 
of these are as follows: 

(a) Adequate provision in the 
charter or trust agreement or like 
organization indenture, definitely and 
accurately stating the plan and policy 
of operation; that is whether the trust 
is to be of the discretionary, fixed or 
quasi-fixed type of management. 

(b) Provision for periodic (probably 
semi-annual) statement of the financial 
condition including balance sheet in 
detail, income and disbursement state- 
ment duly analyzed, and, possibly but 
not certainly, itemized list of resources 
or investments held in the portfolio. 
It should further be provided that a copy 
of such statement should be furnished 
to each: investor and to any state or 
government official who, under the laws 
of that state, may be required to, or 
may have power of supervision over 
such companies. 

(c) Some definite provision for the 
establishment, as and when available, 
and future maintenance of reasonable 
reserves. 

(d) Some basic assurance that capital 
assets and/or capital profits will not be 
distributed during the life of the trust 
through dividends or otherwise. 

(e) Sound restrictions on the expense 
of operating, including expenses incident 
to the procurement of the trust fund. 

(f) Any restrictions upon, or any 
special privileges accorded to, the 
management. 

The foregoing, which are merely 
suggested and not intended as ex- 
haustive, should not be left to the 
whims of the management or to the 
uncertainty of by-laws which are easily 
changed. 

As to secondary elements of super- 
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vision, many insist that investment trusts 
should not be permitted to function for 
promotionary purposes—that is, for the 
raising of funds for the promotion of 
one or more new and untried enter- 


prises. It further follows that invest- 
ment trust funds should be permitted 
to be invested only in securities which 
have had a reasonable earning record 
over a minimum fixed period of time 


NATIONAL CITY PLANS TO INCREASE 
CAPITAL STOCK 


City Bank of New York will vote 

at their annual meeting January 
8 on an increase in the capital stock 
from $90,000,000 to $100,000,000 and 
a five-for-one split up of stock. 

“This rounding out of our capital 
structure,” declared Charles E. Mitchell, 
president of the bank, in a letter to 
stockholders, “is deemed desirable in 
view of the continuing expansion of 
our main institutional activities at home 
and abroad.” 

The recommended increase in capital 
stock would be the seventh in the his- 
tory of the bank. Last March the cap- 
ital was increased from $75,000,000 to 
$90,000,000. The increase will bring 
the capitalization of the National City 
Bank higher by far than that of any 
other bank in the world. Its capital, 
surplus and undivided profit will be 
more than $211,000,000. The next 
highest is Lloyds Bank in England, for 
which the corresponding figure, cap- 
ital and reserve funds, is more than 
$136,000,000. The National City 
Bank’s capital, surplus and undivided 
profits as of October 3 were $165,- 
479,525. 

The new stock, to consist of 500,000 
shares with $20 par value, will be of- 
fered to present stockholders in the 
ratio of five new shares for every nine 
now held of existing stock with par 
value of $100. Stockholders will pay 
$100 for each share subscribed for, 
which will bring total subscription to 
$50,000,000. 

Of this amount $10,000,000 will be 
used to pay in the additional capital, 
$35,000,000 will be added to the sur- 


G ‘Gis Bank of Ne of the National 


plus and $5,000,000 will be applied to 
increasing the capital stock of the Na- 
tional City Company. The purpose of 
the latter, according to the letter to 
shareholders, is “to preserve the present 
ratio between the capital stock of the 


CuHar.Les E. MITCHELL 


President of the National City Bank of 
New York,, which is planning to in- 
crease its capital. 


bank and the capital stock of the com- 
pany.” 

“After these increases,” it is de- 
clared, “the capital stock of the bank 
will be $100,000,000 and the surplus 
$100,000,000, with undivided profits in 
excess of $11,000,000, while the capital 
stock of the National City Company 
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will be $50,000,000 and its surplus 
$50,000,000, with substantial undivided 
profits.” 

For the subscription to the new stock 
transferable subscription warrants will 
be issued to shareholders of record on 
January 12, 1929. With 900,000,000 
shares outstanding and 500,000 shares 
of new stock to be offered National 
City Bank stockholders are being given 
the equivalent of from $34,000,000 to 
$36,000,000. 

An extract from the letter sent by 
Mr. Mitchell to stockholders follows: 

“The board is of the opinion that 
this increase in the number of shares 
of stock outstanding and the propor- 
tionately lower market value per share 
will lead to a wider distribution and 
make the stock by reason of greater 
price stability a more desirable invest- 
ment and one within the reach of the 
smaller investor. This action is directly 
in accord with the institutional policy 
of recent years to increase the num- 
ber of popular contracts and through 
service and proprietary interest to make 
such contacts continuingly effective. 

“If the foregoing recommendations 
of the board are approved by the 
shareholders, it is proposed that the 
shareholders be given the right to sub- 
scribe for the additional $10,000,000 of 
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capital stock of the bank, consisting 
of 500,000 shares of the par value of 
$20 each, in the ratio of five new 
shares for every nine shares of the 
existing $100 par value stock which is 
registered in their names on the books 
of the bank at the close of business on 
January 12, 1929, upon the payment of 
$100 in respect to each new share sub- 
scribed for, of which $90 will be ap- 
plied to increasing the capital stock 
and surplus of the bank, and $10 will 
be applied to increasing the capital 
stock of the National City Company in 
the respective amounts above stated. 

“The combined dividends paid by the 
bank and the National City Company 
have amounted for some time past to 
$20 per share per annum on the stock 
of the bank. Assuming that dividends 
in the same amount continue to be 
paid, they will amount to $4 per share 
per annum on the new $20 par value 
shares.” 

The purpose of the split up of stock, 
Mr. Mitchell stated, is to lower the 
price of shares in order to increase the 
contacts of the bank by wider dis- 
tribution of stock. When Mr. Mitchell 
first took office, it was declared, the 
average number of shares held was 400, 
and now it is about 47. 


FARM PROFITS 


(Continued from page 37) 


producer loses not only the weight of 
the discarded potatoes but also the 
freight on the shipment and cost of the 
labor of sorting. This is all economic 
waste and can be eliminated in the 
marketing of food products. 

From the evidence presented it is 
quite clear that much of the trouble with 


agriculture is due to the presence of 
preventable and economic waste in the 
production, transportation and market- 
ing of farm products, and this waste 
must be eliminated before the problem 
is solved. Much of this waste can be 
eliminated by the efforts of the producer 
himeelf. 
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PROBLEMS IN BANK CREDIT 


By M. E. RoBERTSON 


THE BANKERS MAGAZINE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGazINE, 71-73 Murray Street, New York. 


UESTION: A statement has just 

come to my attention which shows 
a slight decrease in net worth over the 
previous statement. During the same 
period the net current assets have in- 
creased about $22,000. How would 
you account for this increase? 


R. E. W. 
ANSWER: The net working cap- 


ital of a company or its net current 
assets may be increased from several 
sources, chief among them as follows: 
1. New money put into the busi- 
ness. 
Liquidation of slow assets. 
Increase of slow indebtedness. 
Profits from operations. 
. Write up in quick assets: 
6. Failure to show full current debt. 
From what you said the increase 
could not very well be due to reasons 
1, 4, 5 or 6, because any of these 
would also be reflected in net worth. 
It would seem very logical, therefore, 
that the increase in working capital was 
brought about by reasons 2 or 3 and 
we would suggest a careful perusal of 
the balance sheet to determine these 
facts. We believe you will find it in 
one of the two, or both. 


QUESTION: Where a _ company 
shows capital stock of no par value 
should any particular consideration be 
taken of this in the analysis of the 


statement? I have in mind a company 
which shows it has outstanding pre- 
ferred stock of $2,000,000 and has 
219,328 shares of no par stock for 
which it shows an amount of $1,- 
864,826.40. G. M. T. 


ANSWER: It seems to the writer 
that whether the stock is of par value 
or of no par value has absolutely 
nothing to do with the analysis of the 
statement when the analysis is being 
made for credit purposes. In the first 
place capital stock is not a liability of 
the company and the analyst is pri- 
marily interested in the assets and the 
liabilities, particularly so far as the 
current position is concerned. It is 
true that consideration must be given 
to the owners’ investment or the net 
worth, the surplus of assets over lia- 
bilities, but it is the writer’s impres- 
sion that it makes little difference as to 
how this excess is represented. Some 
prefer to have a par value for their 
common shares and others prefer shares 
of no par value. There are advantages 
and disadvantages to both forms. 


QUESTION: Our bank is like a 
great many other country banks and 
we extend loans to the town in which 
we are located, and also some nearby 
towns which have not banks of their 
own. These notes are of various kinds, 
tax revenue, tax anticipation, general 
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improvement, etc., and cover all sorts 
of borrowings of the town. We take 
the notes just as offered and the ques- 
tion has now come up as to whether 
we should require the opinion of a 
New York bonding attorney. This 
question arises because of keeping the 
notes in a condition so that we can 
readily sell them to New York banks 
and bond houses. Will you be good 
enough to give us your views? 


i a &. 


ANSWER: I know of some bankers 
who would not have the slightest 
hesitancy in telling you that you should 
have such a legal opinion upon borough 
borrowings. Such’ an opinion is not 
expensive from the standpoint of the 
borough and at the same time it serves 
to keep your bank in a more liquid 
position. Municipalities are limited by 
law as to the extent of their borrow- 
ings based upon the assessed valuation 
of the community. The form of ob- 


ligation is also clearly defined. How- 
ever, there are municipalities today 
which are over their debt limit and it 
is obvious that the bank holding such 
paper has not the sort of a risk it 


should have. I have also known of 
cases where a borough has borrowed 
under an ordinance money in excess of 
that provided for in the ordinance. 
Competent legal opinion would pre- 
vent a bank from having this sort of 
paper. All boroughs are not run eff- 
ciently and have not good attorneys to 
advise them. However, you must give 
some thought to the expense incident 
to this procedure. Borough debts are 
slow. It is true that they are bound 
to prove good in the long run but a 
bank can easily get a lot of money 
tied up in this connection. If a 
borough has a large improvement un- 
der way, for example, such as a sewer, 
which is to cost $1,000,000, the bank 
is foolish to take these notes without 
competent legal opinion. The borough 


unquestionably intends to refinance the 
borrowings by means of a bond issue 
upon completion of the improvement 
and it is just as cheap or cheaper to 
get opinions on each note as they go 
along. They must have such an opin- 
ion to readily market the bonds. For 
a bank to load up with such paper 
without proper precaution is foolish, 
for it may find itself in a peculiar posi- 
tion when the time for refinancing ar- 
rives. As a fair break, the writer 
would say that, perhaps, it would be 
reasonable to ask for competent legal 
opinion on all notes for any improve- 
ment in excess of a certain amount, say 
$10,000. This would keep the bulk of 
the paper liquid and afford a consid- 
erable protection to the bank. If the 
small notes are to be grouped eventu- 
ally and a bond issue floated it might 
be as well to secure opinions as they 
go along. 


QUESTION: Some companies show 
a large item of deferred charges in their 
statement. Just how do they arrive at 
the value of this asset and what im- 
portance should one attach to it? 


C. P. B. 


ANSWER: No value should be 
attached to the item of deferred 
charges from your standpoint. This 
item ordinarily represents the esti- 
mated asset value of expenditures which 
have been made. To be more clear, 
a company will pay an insurance pre- 
mium of $120 for one year. This is 
paid September 1 and then a statement 
is made December 31. Only four 
months have been consumed, or one- 
third the policy value. A company 
might, therefore, set up an item of un- 
expired insurance—$80—and include it 
in deferred charges. The same would 
apply to an inventory of stationery, 
supplies, etc. If the concern should 
fail such assets are of little or no value 
and as a going concern they are ab- 
sorbed in the expense account. 
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BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments. 


TRADE ACCEPTANCE ARISING 
OUT OF PURCHASE OF GOODS 
NON-NEGOTIABLE 


Westlake Mercantile Finance Corp. v. 
Merritt, Supreme Court of Cali- 
fornia, 269 Pac. Rep. 620 


TRADE acceptance is rendered 
A rence by the following 
clause: “The obligation of the 
acceptor hereof arises out of the pur- 
chase of goods from the drawer, ma- 
turity being in conformity with original 
terms of purchase.” 

Action by the Westlake Mercantile 
Finance Corp. against Charles A. 
Merritt and Charles A. Parlier, in- 
dividually and as co-partners doing 


business under the firm name and style 


of Merritt & Parlier. Judgment for 
defendant, and plaintiff appeals. Af- 
firmed. 

Superseding opinion of District Court 
of Appeal, 262 P. 815. 

PRESTON, J. On April 30, 1925, 
under the tradename of Aristocrat 
Distributing Co., one J. B. Vallen en- 
tered into a contract in writing with 
Chas. A. Merritt and Chas. A. Parlier, 
a co-partnership doing business under 
the name of Merritt & Parlier, with 
reference to the sale and delivery by 
the former to the latter of a certain 
number of dish-washing machines. The 
contract need not here be set out other 
than to state that it was never fulfilled 
on the part of the Aristocrat Distribut- 
ing Co., and there is no pretense that 
its covenants were observed. At the 
time of the making of the contract, and 
as a part of the transaction, Merritt @ 
Parlier accepted two drafts or trade ac- 
ceptances drawn by the Aristocrat Dis- 
tributing Co., payable to themselves, 
alike except as to date of maturity, for 
$420 each, and payable 60 and 90 days 


after date, respectively. The material 
part of the earliest of these acceptances 
is here set forth: 

“No ——. Los Angeles, Calif., 
4/30, 1925, date of sale. $420 to 
Merritt & Parlier, San Jose, Calif., on 
June 30, 1925. Pay to the order of 
ourselves at Los Angeles, Calif., the 
sum of four hundred twenty and 
00/100 dollars. The obligation of the 
acceptor hereof arises out of the pur- 
chase of goods from the drawer, ma- 
turity being in conformity with original 
terms of purchase. Accepted at San 
Jose, Cal., dealer's town, on 4/30, 
1925, date of order. Payable through 
Security State Bank, San Jose, Cal., 
dealer's town. Merritt & Parlier, 
Trade-Name of Acceptor. By Chas. 
A. Merritt, Authorized Acceptor. Aris- 
tocrat Distributing Co., J. B. Vallen.” 

Plaintiff, alleging itself to be a holder 
in due course (Civ. Code, § 3133) of 
these instruments, sued the defendants 
as acceptors thereof for the amounts 
specified therein. Defendant co-part- 
nership, pleading the non-negotiability 
of said instruments, introduced and 
proved an uncontradicted defense to 
said obligations unless plaintiff can be 
said to be an innocent purchaser 
thereof for value. Plaintiff showed a 
payment of $786.90 for said instru- 
ments and that it was ignorant of all 
infirmity in them. The whole question 
turns upon the negotiability or non- 
negotiability of said drafts, and this 
question must be determined from the 
face of the instruments themselves. In- 
ternational Finance Co. v. Northwest- 
ern Drug Co. (D. C.), 282 F. 920. 
The question is further refined by the 
construction to be placed upon the 
above clause, reading: 

“The obligation of the acceptor 
hereof arises out of the purchase of 
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Morgase 


goods from the drawer, maturity being 
in conformity with original terms of 
purchase.” 

In other words, is said clause the ex- 
pression of a contingency as to the 
maturity of the acceptances, or does it 
merely refer to the consideration for 
which they were given? Particularly, 
does the expression, “maturity being in 
conformity with original terms of pur- 
chase,” refer to the date set up in the 
body of the trade acceptances, or does 
it refer to the underlying contract be- 
tween the parties? It will be observed 
that these acceptances were made pay- 
able to the drawers themselves. The 
question further arises: For what rea- 
son were these paragraphs inserted? 
Without them the instruments are per- 
fect trade acceptances, negotiable in 
form in every respect. If these para- 
graphs were not intended to make the 
collateral agreement a part of the in- 
struments, then they are a fraud upon 
the acceptors, who had a right to be- 
lieve that they would mature only as in 
said contract provided. 

We are fortunately not without as- 
60 
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sistance in the proper construction of 
these instruments, for the identical 
question was presented to the highest 
courts in both the states of Minnesota 
and Texas. It seems that the represen- 
tatives of this patented article, the 
Aristo dish-washing machine, have in 
other states been long on _ promises, 
short on performances, and quick on 
negotiations of the obligations executed 
by the credulous and unwary mer- 
chants. In Minnesota, in the case of 
Heller v. Cuddy, 172 Minn. 126, 214 
N. W. 924, the court held the above 
paragraph to be “a statement of the 
transaction which gives rise to the in- 
strument™ (Civ. Code, § 3084), saying: 
“So there is no ground for the con- 
tention that this statement in the ac- 
ceptances put the plaintiffs upon in- 
quiry concerning the terms of the un- 
derlying contract of purchase or its 
status at the time being with respect 
to performance or breach by the parties 
thereto. The situation is very different 
from that presented by an instrument 
which by reference makes another and 
underlying contract a part of itself and 
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so becomes subject to its terms. That 
was the case in King Cattle Co. v. 
Joseph, 158 Minn. 481, 198 N. W. 
798, 199 N. W. 437.” 

It will be seen from the above quota- 
tion that if the instruments here under 
consideration make the underlying con- 
tract a part of themselves, their negotia- 
bility is thereby destroyed. As above 
intimated, we are of the opinion that 
the said paragraph does make the un- 
derlying contract a part of said instru- 
ments for the purpose of determining 
the maturity date thereof, which may 
be different from that set forth in said 
instruments themselves. In this con- 
nection we are constrained to disagree 
with the opinion announced in the 
above-quoted case. We are in accord, 
however, with the reasoning set forth 
in Lane Co. v. Crum (Tex. Com. 
App.) 291 S. W. 1084, which is also 
a case involving the identical language 
here under consideration. In that case 
there was in the Court of Civil Ap- 
peals (284 S. W. 980), a majority 
opinion in accord with the Minnesota 
holding, to which there was a dissent: 


2 PARK AVENUE § Surplus $1,000,000 


ing opinion by Mr. Justice Stanford. 
The Supreme Court, however, adopted 
the reason of Mr. Justice Stanford, in 
the following language: 

“We agree with the conclusion 
reached by Associate Justice Stanford 
in his dissenting opinion as to the legal 
effect of the clause just quoted. In our 
opinion the clause has effect to render 
the trade acceptances non-negotiable 
under the law merchant as well as un- 
der the Negotiable Instruments Act 
(Vernon’s Ann. Civ. St. 1925, arts. 
5932-5946). The obligation of the ac- 
ceptor, according to the terms of said 
clause, arises, not from the instruments 
themselves, but from a collateral trans- 
action. For an instrument to be ne- 
gotiable, the obligation of the maker 
must arise exclusively from the instru- 
ment. No obligation arising from a 
collateral transaction can be imported 
into the terms of the instrument with- 
out destroying the negotiability of the 
instrument. 8 Corpus Juris, pp. 113, 
114. A negotiable instrument has been 
termed ‘a courier without luggage,” 
whose countenance is its passport. This 
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apt metaphor does not fit these trade 
acceptances, for the reason they are 
laden with the equipment of a way- 
farer who does not travel under safe 
conduct. By their express terms, these 
instruments bear burdens whose nature 
must be sought for beyond the four 
corners of the instruments themselves. 
The clause in question is more than a 
mere ‘statement of the transaction 
which gives rise to the instrument,’ as 
permitted by paragraph 2, §3, of 
article 5932 of the Revised Statutes. 
So far from being a mere descriptive 
reference to the transaction, which gave 
rise to the instrument, the clause, in 
definite terms, points to that transac- 
tion as the source of the acceptor’s 
obligation to pay the amount named in 
the instrument. The legal effect of the 
clause is to render the paper subject to 
all the rights and equities of the parties 
to the collateral transaction from which 
the obligation of the acceptor arises. 
Parker v. American Exchange Bank 
(Tex. Civ. App.) 27 S. W. 1072; 
$c j. 124.” ‘ 

A similar case and a similar holding 
62 
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is Continental Bank & Trust Co. v. 
Times Pub. Co., 142 La. 209, 76 So. 
612, L. R. A. 1918B, 632, where the 
words, “as per contract,” appearing in 
an otherwise negotiable promissory 
note, were held to qualify the uncondi- 
tional promise to pay previously ex- 
pressed therein. Similar words, how- 
ever, were held not to destroy the ne- 
gotiability of an instrument in Na- 
tional Bank v. Wentworth, 218 Mass. 
30, 105 N. E. 626. The courts do not 
differ as to the legal principle involved, 
but differ as to the meaning to be as- 
signed to the language then under re- 
view. The question has been stated as 
follows: 

“Whenever a bill of exchange or a 
promissory note contains a reference to 
some extrinsic contract in such a way 
as to make the bill or note subject to 
the terms of that contract, as dis- 
tinguished from a reference importing 
merely that the extrinsic agreement 
was the origin of the transaction of 
constitutes the consideration of the bill 
or note, the negotiability of the in- 
strument is destroyed.” 
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See, to this effect, Northwestern Nat. 
Ins. Co. v. Southern States, etc., Co., 
Ga. App. 506, 93 S. E. 157. 

The principle has again been stated 
that by the law merchant one of the 
principal elements of negotiability is 
certainty of payment, and any words of 
the instrument rendering payment con- 
ditional or uncertain destroy it as a ne- 
gotiable instrument. Greenbrier Valley 
Bank v. Bair, 71 W. Va. 684, 77 S. E. 
274. In our own Code (section 3085, 
Civil Code) it is provided: 

“An instrument payable upon a con- 
tingency is not negotiable, and the hap- 
pening of the event does not cure the 
defect.” 

Somewhat in line with this reasoning 
is the case of Glendora Bank v. Davis 
et al (Cal. Sup), 267 P. 311, where 
the court held the following language 
to destroy the negotiability of the in- 
strument: 

“This note is given in payment of 
merchandise and is to be liquidated by 
payments received on account of sale 
of such merchandise.” 

The doctrine of such cases as Flood 
v. Petry, 165 Cal. 309, 132 P. 256, 46 
L. R. A. (N. S.) 861, and Pratt v. 
Dittmer, 51 Cal. App. 512, 197 P. 365, 
which relates to cases of transfer prior 
to failure of consideration in executory 
contracts, is, in view of the construc- 
tion above announced, not here in- 
volved. This conclusion renders also un- 
necessary a discussion of the sufficiency 
of the evidence to support the finding 
of the court that plaintiff had actual 
knowledge of the infirmity of these in- 
struments. 

The judgment is affirmed. 
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corporation, without proper authority, 
he may be held personally liable on the 
note. 

Appeal by permission by the defen- 
dant L. J. Lippmann from an order of 
the Appellate Division of the Supreme 
Court, in the First Judicial Depart- 
ment, afirming by a divided court an 
order of the Special Term denying a 
motion to dismiss the complaint. 

The Appellate Division certified the 
question: “Does the complaint herein 
state facts sufficient to constitute a 
cause of action against the individual 
defendant L. J. Lippmann?” 

CARDOZO, C. J. Plaintiff, a na- 
tional bank, is the owner through in- 
dorsement of a promissory note signed 
“J. & G. Lippmann, L. J. Lippmann, 
Pres.” It asks for judgment in the 
alternative (Civ. Prac. Act, sec. 213) 
against the corporation, the maker of 
the note, or against the president per- 
sonally if in signing the note in behalf 
of the corporation he acted without 
authority. We are to determine 
whether a cause of action is stated 
against the individual defendant. 

At common law the remedy against 
an agent signing a note without au- 
thority was not upon the note itself, 
but for breach of an implied warranty 
(White v. Madison, 26 N. Y. 117). 
The question is whether the remedy has 
been enlarged by section 39 of the Ne- 
gotiable Instruments Law of New York 
(sec. 20 of the Uniform Negotiable 
Instruments Law, Cons. Laws, chap. 
38), which provides as follows: “When 
the instrument contains or a person 
adds to his signature words indicating 
that he signs for or on behalf of a 
principal, or in a representative ca- 
pacity he is not liable on the instru- 
ment if he was duly authorized, but 
the mere addition of words describing 
him as an agent or as filling a repre- 
sentative character, without disclosing 
his principal, does not exempt him 
from personal liability.” 

The draftsman of the statute, Mr. 
Crawford, holds the view that the ef- 
fect of this provision is to make an 
agent liable on the instrument if he 


has signed without authority (Craw- 
ford’s Annotated Negotiable Instru- 
ments Law, 4th ed., p. 52). A like 
view has been expressed by the commis- 
sioners on uniform laws, Mr. Eaton, 
Judge Brewster and Mr. McKeehan, 
defending the rule against an assault 
upon its policy (Brannon’s Negotiable 
Instruments Law, 4th ed, p. 163; 
Eaton, The Negotiable Instruments 
Law, 2 Mich. Law. Rev., 260, 265, 272, 
273; Brewster, A Defense of the Ne- 
gotiable Instruments Law, 10 Yale L. 
J., 84, 90; Brewster, The Negotiable 
Inst. L., 15 Harv. L. Rev., 26, 27, 28; 
McKeehan, The Negotiable Instru- 
ments Law, 41 Am. Law Reg., N. S., 
437, 462), and by commentators of 
great distinction dissenting in some in- 
stances as to policy, but concurring as to 
meaning (Ames, The Negotiable Instru- 
ments Law, 14 Harv. L. Rev., 241, 
247; 16 Harv. L. Rev., 255, 256; Wil- 
liston, Contracts, vol. 2, p. 2122; 
Chafee in Brannon’s Neg. Instr. Law, 
supra). There are decisions and dicta 
to the same effect (Pain v. Holtcamp, 
10 Fed. Rep., 2d, 443, 444; Ryan v. 
Herbert, 46 R. I., 47; Austin, Nichols 
& Co. v. Gross, 98 Conn., 782; Schwab 
v. Getty, 145 Wash., 66; Jump v. 
Sterling, 218 Mass., 324, 326), though 
there are others to the contrary (South- 
ern Supply Co. v. Mathias, 147 Md., 
256; Haupt v. Vint, 68 West Va., 
657). The subject has not before been 
considered in this court. 

We think the proviso that the agent 
or representative shall not be liable on 
the instrument “if he was duly au- 
thorized” to sign, carries with it a 
fair implication that he shall be so 
liable if not authorized. The proviso 
does not appear in the corresponding 
section of the British Bills of Exchange 
Act. It was inserted after debate and 
reflection, (Eaton, Brewster, McKeehan, 
supra), and was meant to accomplish 
something. We think the end in view 
was nothing less than we have stated. 
Before the statute was adopted, all 
manner of subtle distinctions had to be 
drawn before one could say where lia- 
bility would rest (Brannon, supra; 
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Mechem, Agency, vol. 1, secs, 1122, 
1123). Many forms of ‘signature in- 
dicating an intention to sign as agent 
for a designated principal were held 
to charge the agent personally. The 
hardship was mitigated by resort to 
extrinsic evidence when the contro- 
versy was one between the original 
parties to the paper, but not when the 
paper was in the hands of a holder in 
due course. Thus, a note bearing the 
name of a corporation in the margin, 
but signed by the president and treas- 
urer in their own names, with the ad- 
dition of their official titles, and there- 
after discounted by a bank without 
notice dehors the instrument was in 
law their individual promise (Casco 
Nat. Bank v. Clark, 139 N. Y., 307; 
Merc. Nat. Bank v. Clark, 139 id. 314; 
F. N. Bank v. Wallis, 150 N. Y. 455). 
Many decisions to the like effect are 
collated in the text books (see, e. g., 
Brannon’s Negot. Instr. Law, 4th ed., 
by Prof. Chafee, note to sec. 20, 
Mechem, supra). Slight variations of 
form led to variant conclusions (see, 
e. g., Barker v. Mechanic Co., 3 Wend, 
94: Miller v. Roach, 150 Mass., 140; 
Mechem, sec. 1124). The refinement 
of distinction was mystifying even to 
the courts. It must have been more 
mystifying to business men in the quick 
transactions of the market. 

The statute, as we read it, sweeps 
these subtleties away. Whenever the 
form of the paper is such as fairly to 
indicate to the eye of common sense 
that the maker signs as agent or in a 
representative capacity, he is relieved 
of personal liability if duly authorized 
(Jump v. Sterling, 218 Mass., 324, 
326; Consumers Twine Co. v. Pleasant 
Co., 196 Ia., 64; Austin, Nichols & Co. 
v. Gross, 98 Conn., 782). But along 
with this relief there goes a new bur- 
den, the corrective of an exemption too 
broad if unrestrained. By hypothesis 
the signer has not meant to contract 
as an individual. Accordingly, there 
was need to make provision for the 
case where the agent or representative, 
though indicating an intention to con- 
tract otherwise than personally, had 


acted without authority. For this the 
proviso was inserted. As the price, so 
to speak, of relief from liability when 
authority exists, there is to be liability 
on the instrument when authority fails. 
Unless this was meant, the interjection 
of the proviso becomes an irrelevant 
futility. It will not do to say with the 
defendant that the agent is to be liable 
on the instrument in those cases, and 
those only, where the indication of his 
intention is so ambiguous that he would 
have been personally bound if the law 
had not been changed. The statute 
does not distinguish between cases 
where he has indicated his intention 
unmistakably and those where he has 
done so more obscurely, if only what he 
has done is sufficient to disclose his 
meaning fairly. Some courts were 
able to discover ambiguity in a form of 
signature as unequivocal as the one be- 
fore us here (McCaudless v. Belle 
Music Co., 78 Ia., 161; Palmer v. 
Stephens, 1 Denio, 471). To make the 
rule dependent upon mere degrees of 
emphasis would be to keep alive the 
old distinctions with all their mystify- 
ing subtleties. The instrument has the 
same meaning whether there is author- 
ity or none. In form it is still by 
hypothesis the promise of the principal. 
Liability is imposed upon the agent, 
not in aid of his intention, for by 
hypothesis intention to the contrary 
has been adequately revealed.  Lia- 
bility exists as a duty imposed by law. 

An able argument has been made to 
us for a narrower reading of the 
statute. We do not underrate its 
force. A choice is necessary between 
alternative constructions, neither of 
which is certain. We think the balance 
of persuasiveness inclines to the choice 
made. One other consideration of 
policy and convenience should be added 
to the scales. Courts of respectable 
authority have held that a right of 
action against an agent for breach of 
an implied warranty does not pass with 
the note unless specifically assigned 
(Miller v. Reynolds, 92. Hun. 400). 
If the agent signing without authority 
is not liable on the instrument there 
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might thus be a failure of justice when 
a note wrongfully issued was in the 
hands or: later holders. No doubt a 
remedy in tort would be available to 
such a holder if the agent had so mis- 
represented his authority as to be 
guilty of a fraud (Polhill v. Walter, 
3 B. & Ad., 114; White v. Madison, 
26 N. Y., 117, at p. 125). It does not 
follow that there be also a remedy in 
contract (White v. Madison, supra; cf. 
Chysky v. Drake Bros. Co., 235 N. Y., 
468). We do not say that the ruling 
restricting liability in such conditions 
would be accepted by this court. Cases 
such as Sharkey v. Bank of England 
(1903, A. C., 114) and Sheffield v. 
Bradly (1905, A. C. 392) are cited to 
uphold another doctrine. On the other 
hand, section 115 of the statute, which 
defines the warranties incidental to the 
negotiation of commercial paper, makes 
a distinction between negotiation by in- 
dorsement and negotiation by delivery; 
in the latter case “the warranty ex- 
tends in favor of no holder other than 
the immediate transferee.” Whatever 
the final outcome, the danger of a cur- 
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tailment of the remedy is not so trivial 
or illusory that it could safely be ig- 
nored by the draftsmen of the statute. 
In proportion as the agent was relieved 
of liability if he acted with authority, 
there was need to charge him with lia- 
bility if authority was lacking. 

Other situations suggested by way 
of illustration in the arguments of 
counsel are stated only to exclude them 
from the scope of our decision. 

The question is not here whether the 
agent is to be held upon the instrument 
when the lack of authority, though un- 
known to him, was known to the 
holder. We assume, without deciding, 
that he may sign without recourse. 
Conceivably a like exemption may be 
attained in other ways (cf. Mechem, 
sec. 1369; Halbot v. White, L. R., 1901, 
1 Sh. 344, 349). 

The question also is not here whether 
the holder of the note who takes it in 
the belief that he is obtaining the ob- 
ligation of the principal may hold the 
agent for breach of warranty instead of 
suing on the instrument if he prefers 
the former remedy. The rule seems to 
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have been well settled at common law 
that a remedy on the instrument where 
the agent had misrepresented his au- 
thority would in no event displace the 
cause of action for damages, but, if 
recognized at all, would be held to be 
concurrent (White v. Madison, supra, 
at pp. 124, 125; Dusenbury v. Ellis, 3 
Johns, Cas., 70). Injustice might re- 
sult if it were held to be exclusive. 
Nothing in our present ruling is op- 
posed to what was held in Megowan v. 
Peterson (173 N. Y., 1). There the 
maker signed the paper as trustee with- 
out mention of his principal. He had 
failed, in other words, to indicate by 
sufficient tokens of intention that he 
was signing as an agent. The holding 
was to the effect that as between the 
original parties to the instrument there 
might be evidence of the surrounding 
circumstances to show the meaning of 
the contract (cf. Metcalf v. Williams, 
104 U. §., 93; Huntington Furnace Co. 
v. Young, W. Va., 143 S. E. Rep., 102; 
Phelps v. Weber, 84 N. J. Law, 630). 
The order should be affirmed, with 


costs and the question certified an- 
swered “yes.” 


Order affirmed. 


CHECK MUST BE COLLECTED 
IN CASH 


McAloon v. Ericson, Supreme Court of 
Colorado, 271 Pac. Rep. 192 


Where the holder of a check takes a 
draft from the drawee bank instead of 
collecting the check in cash and the 
drawee bank fails before the draft can 
be collected, the check will be regarded 
as having been paid. 

In this case the plaintiff delivered a 
check to the defendant in payment for 
a tax certificate, it being agreed that 
the tax certificate should be held by 
the defendant until the money for the 
check was received. The defendant de- 
posited the check in his bank and that 
bank sent it direct to the drawee which 
issued its draft in payment. The 
drawee failed before this draft could 
be collected. It was held that the check 
should be regarded as having been 
paid and that the plaintiff was entitled 
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to the certificate or to the amount of 
the check. 

Action by Spencer Ericson and an- 
other against T. McAloon. Judgment 
for plaintiffs, and defendant brings 
error. Afhrmed. 

DENISON, C. J. The Ericsons had 
judgment on trial to the court in an 
action brought by them against Mc- 
Aloon and one Barnhart for failure to 
deliver a tax sale certificate which 
Spencer Ericson claimed he had bought 
and paid for on defendant McAloon’s 
promise to assign it to Daisy Ericson. 

The facts are hardly in dispute. Mce- 
Aloon owned the certificate and de- 
posited it with Barnhart, county treas- 
urer, for proceedings to get a tax deed. 
Ericson wanted to get an assignment of 
it, and Barnhart telephoned McAloon 
who told him he would assign “to get 
the money,” or “if he got the money,” 
Ericson suggested he would give his 
check and then the certificate be held 
“until the money was received in 
payment of the check.” He left the 
check payable to McAloon, drawn on 
the Cheyenne State Bank of Cheyenne. 
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McAloon came in, and Barnhart told 
him that his agreement with Ericson 
was that the certificate was to be held 
“until the money was received in pay- 
ment of the check.” McAloon re- 
ceived the check and signed the in- 
dorsed assignment and left the cer- 
tificate to be held “until the money 
was received on the check.” Nothing 
was said about how the money should 
be obtained on the check. 

Two weeks later Ericson demanded 
the certificate of Barnhart, who re- 
fused to surrender it because the money 
had not been received for it. 

When McAloon received the check 
he took it to the First National Bank 
of Akron and gave it to the cashier 
and told him “to get the money on it” 
(cashier), and “when he got the money 
on it to let me know and I would tell 
Barnhart and he would send this man 
the certificate’ (McAloon); “to get 
the money and send the check direct” 
(cashier fol. 138). He gave the banker 
no instructions as to how he should 
collect the check and received no credit 
for it. The bank sent the check to the 
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drawee bank at Cheyenne saying, “Please 
remit with draft,” and later told Mc- 
Aloon that they had taken a draft on 
the United States National Bank at 
Denver, which was dishonored because 
the Cheyenne bank had failed. Still 
later Barnhart surrendered the cer- 
tificate to McAloon. 

The evidence shows, and the court 
found, that the agreement was that the 
certificate was to be held until the 
money was received on the check; the 
money was never received, and Mc- 
Aloon claims that therefore there was 
no duty to deliver the certificate. But 
Ericson claims that McAloon should 
have demanded cash of the Cheyenne 
bank and if he had he would have re- 
ceived the money. That is right. It 
is unquestionable that the holder of a 
check takes other than cash at his own 
risk (Peterson v. Bank, 79 Colo. 494, 
246 P. 784; Ward v. Smith, 7 Wall. 
451, 19 L. Ed. 207; Federal Reserve 
Bank v. Malloy, 264 U. S. 160, 165, 
44 §. Ct. 296, 68 L. Ed. 617, 31 A. 
L. R. 1261), and if his agent does so 
he must stand it, and that the Akron 
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bank was McAloon’s agent, and if the 
bank, having been instructed to get the 
money, took the draft at its own risk, 
that fact is irrelevant here because Mc- 
Aloon is responsible to Ericson for the 
bank’s act, though it acted against his 
instructions. This is not the ordinary 
case of a special agent with limited au- 
thority, and there is no question here 
of implied or constructive agency. Mc- 
Aloon was performing his part of the 
contract, which he must be said to have 
made when he took the check, that he 
would use the ordinary and usual 
course to get the money on it, and he 
could not shift upon any agent his re- 
sponsibility for the duty which he 
owed to Ericson to do that. 

It is claimed that because the bank, 
if it had not been instructed otherwise, 
would have had the right, under S. L. 
1923, c. 64, p. 172, to take the draft 
in lieu of cash McAloon had the same 
privilege, but the statute alters the 
common-law rule on that point only 
as to banks. 

It is requested that we decide the 
case on the motion for supersedeas. 

The judgment is affirmed. 


69 





NEW YORK I. B. A. NAMES COMMITTEES 


RGANIZATION of the New 
C) York group of the Investment 
Bankers Association of Amer- 
ica, with the naming of the necessary 
committees, has been completed for 
1929. As its contribution to the pro- 
gram of the national organization for 
the next year, the New York group 
will focus attention on the creation of 
safeguards for investment and will con- 
tinue active in the campaign against 
bucketeers and brokerage frauds. 
While notable progress has been made 
in the campaign to enlighten prospec- 
tive investors, who it has been estimated 
at one time lost $1,000,000,000 a year 
through fraudulent practices, the 
national organization plans to carry 
this educational campaign on through 
the next year on a larger scale than 
ever. The New York group will 
strongly support this campaign. 

Another important work before the 
association will be further considera- 
tion of protective legislation along the 
lines of the Martin Act of the State 
of New York, the principles underly- 
ing which are regarded by the associa- 
tion as the most effective yet devised 
for eliminating fraudulent practices. 

The personnel of the respective com- 
mittees follows: 

Executive Committee — Chairman, 
George N. Lindsay, Blair & Co.; Wal- 
ter E. Bell, Harris Forbes & Co. 
George W. Bovenizer, Kuhn, Loeb & 
Co.; Trowbridge Callaway, Callaway, 
Fish & Co.; William H. Eddy, the 


Equitable Trust Company; William 
Ewing, J. P. Morgan & Co.; Halstead 
G. Freeman, Chase Securities Corpora- 
tion: Edward N. Jesup, Lee, Higginson 
& Co., and Frank L. Scheffey, Calla- 
way, Fish & Co. 

Legislative Committee — Chairman, 
Ralph Crane, Brown Brothers & Co.; 
Joseph E. Chambers, Manufacturers & 
Traders-Peoples Trust Company; Don- 
ald Durant, Lee, Higginson & Co.; 
W. H. Eddy, the Equitable Trust 
Company; Carl Egner, Clark, Dodge 
€& Co.; R. H. Fullerton, the Bankers 
Trust Company; John W. Hanes, C. 
D. Barney & Co.; George C. Hannahs, 
Hannahs, Ballin & Lee; Robert Hay- 
dock, Tucker, Anthony & Co.; George 
W. Hodges, R. L. Day & Co. (former- 
ly Remick, Hodges & Co.); Clarkson 
Potter, Hayden, Stone & Co.; George 
S. Stevenson, Thompson, Fenn & Co., 
Hartford; Don C. Wheaton, Harris, 
Forbes €& Company, and Frank L. 
Scheffey, Callaway, Fish & Co. 

Membership Committee—Chairman, 
Robert E. Christie, Dillon, Read & 
Co.; Edwin H. Barker, Clark Williams 
& Co.; Hearn W. Streat, Blair & Co., 
Inc., and J. Horton Ijams, Harrison, 
Smith & Co. 

Business Conduct Committee—Chair- 
man, Frederick W. Allen, Lee, Higgin- 
son & Co.; George W. Bovenizer, 
Kuhn, Loeb & Co.; G. Munro Hub- 
bard, J. G. White & Co.; Dean 
Mathey, Dillon, Read & Co., and C. 
B. Stuart, Halsey, Stuart & Co. 





GOLD DISARMAMENT AND CENTRAL 
BANK CO-OPERATION 


By LIoneEt D. EDIE 


Some of the findings and impressions gathered by the author in London during recent 
months as a special research investigator appointed by the University of Chicago and 
the Guggenheim Foundation are presented in this article which Prof. Edie has pre- 


pared for THE BANKERS MaGazINE. 


The author is professor of finance, School of 


Commerce and Administration, University of Chicago. 


IHHE year 1928 marked not only 
the completion of the world return 
to a gold standard but also the be- 
ginning of a crucial test of the capacity 
of the several nations to co-operate in 
the operation of that standard. How 
much co-operation can the central banks 
really carry out is the broad question 
which must more and more occupy the 
minds of bankers during the immediate 
future. 
Now, gold cooperation is difficult 


for the same reason that military dis- 


dificult. The reason is 
nationalism. We are witnessing nat- 
ionalistic accumulation of huge do- 
mestic stocks of gold and nationalistic 
determination to grow up to high gold 
reserve requirements. Nationalism as 
such is not new but its outbreak in 
this particular form is counter to 
much that had been hoped for. Since 
the war we have seen nationalism 
set up trade discriminations and tariff 
barriers. We have seen nationalism 
worry the statesmanship of the world 
with problems of war debts and rep- 
arations. We have seen nationalism 
resist repeated efforts to effect genuine 
military disarmament. Now we are 
witnessing a struggle between the forces 
of nationalism and the ideal of central 
bank co-operation to effect gold dis- 
armament. Gold disarmament means 
cutting down the heaps of idle gold in 
the vaults of national central banks. 
Since the war, central banks have 
hecome the fashion. At present there 
ire thirty-four such institutions in 
operation. The multiplication of central 


armament is 


banks, each one concerned about its gold 
reserve, has intensified the strain upon 
the world’s monetary stock of gold. 

The central bank scramble for gold 
has become acute within the last twa 
or three years. The new institutions 
were low on domestic gold reserves. 
Governor Norman of the Bank of En- 
gland urged them to accumulate gold at 
home. He went before the Royal Com- 
mission on Indian Currency and Finance 
in 1926 and testified that he had advised 
all countries, “first of all to adopt a gold 
exchange standard with little or no gold 
and then to look to it over the years to 
replace gradually the gold exchange, the 
valuta security, by gold security. That 
is proceeding now in several countries 
in Europe and in several countries out- 
side of Europe, or is going to proceed— 
over the years each one gradually get- 
ting a higher proportion of gold against - 
their note issue.” 

That this advice was taken seriously 
to heart is manifest from the record 
of most countries in “getting gold.” 
During the last year, Germany, France 
and Italy have augmented their do- 
mestic gold by about $375,000,000. 
Austria, which a few years ago had 
only $1,300,000 gold, now points with 
pride to nearly $19,000,000. The cen- 
tral banking world, outside the United 
States, has, during the last year, added 
about $900,000,000 of gold to its 
separate national vaults, and the gold 
hunger is still unsatisfied. 

This is the setting of the world 
problem. What is likely to be done 
about. it? 
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Five positive lines of co-operative 
effort may be identified: 


CO-OPERATION BETWEEN CENTRAL BANK 
HEADS 


1. Informal conversations will be held 
privately between governors of leading 
central banks. These talks between the 
governors of the “Big Four” or “Big 
Five” will be shrouded in secrecy and 
mystery. They will be supplemented 
by lesser talks with heads of smaller 
central banks. The technique of co- 
operation will be confined to these be- 
hind-the-door tactics. 

Meanwhile the public will want to 
know the facts. A vigorous but futile 
drive will be made for publicity. The 
many critics of the Bank of England 
will hound the bank with the question: 
When is the bank going to call the con- 
ference of central banks which was 
recommended by the Genoa Resolutions? 
A very important international confer- 
ence in 1922 at Genoa recommended 


that the Bank of England call a meet- 
ing of central banks to draft a con- 
vention of co-operation to avoid “wide 
fluctuations in the purchasing power of 
gold.” The initiative was thus left to 
the Bank of England. But the Bank 
of England has refused to act. By so 
doing it has brought to a halt all ma- 
chinery for formal and organized co- 
operation. The battle will go on— 
critics demanding co-operation in the 
open, officials sticking to co-operation 
behind closed doors. 

2. The agenda of co-operation will 
be chiefly limited to questions of re- 
distribution of the world’s gold and 
protection of the national gold reserves 
as at present distributed. 

There are a great many lines of co 
operation which are theoretically con- 
ceivable. But as a matter of actual 
practice, co-operation up to date has 
chiefly meant the redistribution of the 
world’s gold stock and the helping of 
new central banks to accumulate do- 
mestic stocks of gold. In essence, the 
process has been to get the world back 
to the good old gold standard where 
the supreme test of central bank policy 
was the position of the specie reserve. 
This limitation to co-operation will not 
satisfy a great many groups. Already 
they are pressing the question: Will 
the central banks manage the value of 
gold? The cry of the price level 
stabilizationists will be heard in no un- 
certain terms. 

But the central banks, headed by the 
Bank of England, will fight against the 
recognition of any formal obligation to 
stabilize prices. Their most common 
plea is: We could not stabilize prices 
if we would and we should not if we 
could. They have no intention of 
allowing the principle of the Strong 
Bill in the United States to be imposed 
upon the central banks of the world. 
They consider any such principle a 
menace to safe central bank operation 
and they will have none of it. On the 
other hand, stable money advocates are 
not going to sit back patiently and say 
nothing. They will be on the aggressive 
all the time and keep the controversy 
boiling. They will, in substance, try to 
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persuade the central banks to extend the 
subject matter of co-operation to include 
control of the price level. 

3. The Bank of England will form 
the center of an hegemony of many of 
the newer and smaller central banks of 
the world, for their mutual guidance and 
protection. 

The excuse offered by the Bank of 
England for not calling a formal con- 
ference, after the Genoa pattern, is that 
central banks in general are already 
carrying out the spirit of Genoa in a 
purely informal manner. In 1927, im- 
portant conferences were held between 
the governors of Berlin, Paris, London 
and New York banks. But less spectac- 
ular is the every-day contact between 
the Bank of England and central banks 
all over the world. Special departments 
have been set up within the Bank of 
England to work intimately and quietly 
with other central institutions, great and 
small. Day by day, precedents are 
being set, standards and policies arrived 
at by trial and error, good-will and 
confidence established. All this is 
voluntary and spontaneous. The plea 
is: “Don’t meddle with this delicate 
process. Let the plant of co-operation 
grow and flourish from within. Do not 
try to force its growth unnaturally by 
laws and decrees from without.” 

Already a broad group of central 
banks is so organized that it looks to 
the “co-operation department” of the 
Bank of England for constant guidance 


and assistance. Their foreign balances, 
their domestic gold reserves, their dis- 
count rates and open market policies, 
their profits and their powers all come 
in for counsel and advice from this 
department. Thus an unwritten con- 
stitution is slowly coming into existence, 
based upon experience, strengthened by 
precedent, attuned to specific needs and 
problems. 


ECONOMY IN THE USE OF GOLD 


4. One feature of the co-operation 
program is an endeavor to promote 
economy in the use of gold. “Economy 
in the use of gold’—a phrase to be 
handled with care and reverence. The 
United States during the last year 
“dis-hoarded” a half billion dollars of 
gold in order that other powers might 
hoard it. Three years ago India pro 
posed to set up a gold standard on 
terms which would have drained the 
rest of the world of gold. This pro- 
posal was opposed in the interests of 
economy and was checked. 

Most of the new central banks have 
a “gold hunger” which is leading them 
to extremes in accumulation of domestic 
stocks of gold. This trend is of special 
interest because in recent years we have 
heard much of the pooling of reserves 
under a gold exchange standard. The 
dream had pictured nearly all countries 
leaving gold in London and New York 
and keeping reserves in the form of 


75 





INCASSO-BANK 
AMSTERDAM 
ROTTERDAM-THE HAGUE 


43 other Branches throughout HOLLAND 
Established 1891 


Paid-up Capital - . 
Reserve Fund - - 


FI. 30,000,000.00 
: - Fl. 7,608,878.13 


Every Class of we Business Transacted 


Telegraphic Address: 


liquid foreign balances—the famous 
valuta. But the dream had not reckoned 
with nationalism. Why do the nations 
want their own gold, in their own 
vaults, under their own eyes? Partly 
because they think it is a form of 
preparedness for the emergency of war. 
Not even the complete inconvertibility 
of European currencies upon the out- 
break of the World War seems to have 
shattered this illusion. 

A second reason is the desire to 
create confidence. In countries where 


currency collapsed, the public is none 
too sure of the new currency. A slight 
scare might precipitate a new flight 
from the currency. People would rush 
to convert money into food, pianos, real 


estate or foreign exchange. This stam- 
pede is being prevented by building 
confidence—confidence in gold, not gold 
thousands of miles away in London or 
New York, but gold that the people 
can see at home. 

A third reason is the desire for the 
prestige which gold brings. This virus 
seems to have affected the big central 
banks of Europe as well as the small. 
England right now is afraid that France 
will put gold back into circulation. 
Why would France do it? To gain 
financial prestige. Why would En- 
gland resent it? Because France already 
has more gold proportionately than 
England, and England’s gold prestige 
might suffer by comparison. And s0, 
at the same time that England has been 
lecturing the rest of the world on the 
economical use of gold, exalting the 
ideal of pooling of gold reserves, preach- 
ing the gold exchange standard, the 
Bank of England itself has been piling 
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up gold. The Cunliffe Committee said 
that £150,000,000 of gold was enough 
to put England back on a gold basis. 
But already the reserve has been run 
up to above £170,000,000 and there are 
high banking officials in London who 
would like to see it at £250,000,000. 
Economy is a beautiful ideal but who 
wants to economize? 

In substance, the ideal remains, but 
few countries are willing to make the 
sacrifice. The gold exchange standard 
was a great conception, but the hopes 
and dreams which it contained have 
already in surprising measure been 
scrapped. Nationalism, prestige, and 
their corollaries were too strong for 
the forces of gold economy and gold 
disarmament. 

5. Co-operation means scientific re- 
search in problems of central bank 
policy. 

A prerequisite of such research is 
ample statistical data. Accordingly, last 
winter, delegates from several central 
banks assembled at Geneva to discuss 
the collection of uniform statistical data 
from central banks. This conference 
led to hope in some quarters that the 
Bank of England would substitute a 
real report for its notoriously mystifying 
weekly financial statement, but no action 
of that kind has yet been taken. With- 
out such data, research is bound to be 
a feeble gesture. 

The League of Nations is formulating 
a fundamental research program. A 
commission is now at work on a prelimi- 
nary report of problems and materials. 
Governor Norman is reported to have 
expressed willingness to let such a re- 
search project go through, but of course 
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with the tacit understanding that the 
scope will be confined to safe and sane 
subjects which have no embarrassing 
connotations for the Bank of England. 
It is probable that this study will throw 
real light on the broad aspects of bank 
policy, the basic principles, the funda- 
mentals of theory, and the like. After 
the report is made, the governors of the 
central banks will study it, and put as 
much of it into practice by informal co- 
operation as may seem wise and good 
to them at the time. 


EFFORT TO KEEP BANKS FROM POLITICAL 
CONTROL 


6. Co-operation means joint endeavor 
to keep the hands of central banks 
everywhere free from political control. 

This has been a slogan of the Bank 
of England in guiding all the new 
central banks recently formed in differ- 
ent parts of the world. There is a 
general feeling in London banking 
circles that the Federal Reserve System 
is too much under political control. 
There is fear that the Labor Party in 
London may ere long impose some form 
of political control upon the Bank of 
England. But the issue will be fought 
valiantly. 

The ideal entertained by most En- 
glish bankers seems to be a family of 
non-political central banks free to co 
operate in a friendly, informal, un: 
molested manner in the maintenance 
of a gold standard not greatly differ- 
ent from the pre-war automatic gold 


standard save that gold is to be kept 
out of circulation. Yet this ideal is 
vigorously contested by critics who are 
anxious for a formal conference which 
would set up explicit definite tasks for 
international action. Lines of battle 
are clearly drawn, and it behooves all 
who are interested in banking develop 
ments to follow the events of the next 
few years, for they will be the forma- 
tive years. of international co-operation 
among central banks. 

Co-operation is in its infancy and 
hyper-critical comments would be pre- 
mature. However, while the outlook 
is so flexible, it is appropriate to canvass 
certain constructive proposals for future 
development, which are not likely to 
secure sufficient emphasis. The writer 
will therefore suggest some of the 
positive lines of procedure which seem 
desirable: (a) A formal conference 
of central banks should be called, in 
accordance with the specific recom- 
mendation of the Genoa Resolutions. 
(b) The central banks should more 
frankly take the public into their con- 
fidence and discard the ultra-secretive 
attitude of the past. (c) They should 
admit to the agenda of co-operation the 
broad question of managing the world 
purchasing power of gold. (d) They 
should substitute clear and complete 
financial reports for the obscure and 
often meaningless reports which many 
of them now make. (e) They should 
broaden the scope of research to in- 
clude the fundamental issue of stabiliza- 
tion of prices and amelioration of the 
trade cycle. 





BRITISH TRADE AND FINANCE IN 1928 
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Y general consent, 1928 was a 

year of disappointment for Great 

Britain. Hopes of a long- 
awaited revival of the country’s great 
export trades again proved unsubstan- 
tial. The grave social problem of re- 
ducing the unemployed army of over 
a million and a quarter potential work- 
ers appeared more, rather than less, 
insoluble at the end than at the be- 
ginning of the year. Abroad, the 
friendly relations between the two 
great English-speaking nations, Amer’ 
ica and Great Britain, whose effective 
co-operation became more and more 
widely recognized as essential to world 
peace, tended to be overclouded by mu- 
tual misunderstanding, for which the 
British Government’s policy was rightly 
held partially responsible. But to write 
the year’s epitaph solely in these words 
would be unjust and misleading. The 
impartial observer would emphasize the 
brighter side of the picture; that the 
year was marred by no widespread 
industrial strife; that labor and capital, 
on the other hand, made tangible prog- 
ress towards a clearer understanding 
of each other's point of view; that the 
country’s overseas trade balance was 
more favorable than for some years 
past; that the cause of international 
good-will was notably advanced by the 
signature by the great powers of a 
solemn pact to outlaw future war; and 
that the first steps were taken toward 
the removal of the remaining strong: 
holds of national animosity arising out 
of the great war when the former 
European belligerents agreed to ap- 
point a committee of experts to fix 
Germany's ultimate reparations liabil- 
ity and intimated their willingness to 
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envisage the termination of the military 
occupation of the Rhineland. 


FINANCIAL HISTORY 


The financial history of 1928 centers 
mainly round the efforts of the Bank of 
England to maintain a stable official 
discount rate of 42 per cent. despite 
the easiness of the money market in 
the spring and the equally pronounced 
pressure of the autumn months, when 
the exchanges moved against Great 
Britain and a steady drain of the 
national gold resources occurred. The 
success of this policy revealed at once 
the determination of the central finan- 
cial body to avoid the derangement of 
industry by frequent and embarrassing 
changes in money rates, and the wide 
extent of the resources at their disposal 
for the enforcement of such a policy. 
The joint stock banks, too, showed 
themselves not unwilling to consider 
the needs of industry. During the first 
ten months of the year the deposits of 
the London clearing banks rose by 
£23,490,000, their advances by £24, 
098,000, and their total of bills dis- 
counted by £40,870,000, while their 
ratio of cash to liabilities declined from 
11.66 per cent. to 10.95 per cent. 
Commodity prices were far more 
stable than in any recent post-war 
year. Whereas they declined on the 
acreage, according to the board of 
trade’s calculations, by 4.5 per cent. 
in 1925, 6.9 per cent. in 1926 and 4.5 
per cent. in 1927, their fall in the last 
year was little more than 1 per cent. 
The question was even discussed 
whether future disturbing price fluc 
tuations could not be avoided by agree’ 
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ment between international banking 
authorities regarding the distribution 
and employment of the world’s gold— 
a question which will probably receive 
more detailed consideration in 1929. 

The overseas trade figures continued 
the story of recovery after the effects 
of the coal stoppage of 1926, the rele- 
vant .totals being: 


1926 
£ 
1,241,361,277 
653,046,909 
125,494,968 
778,541,877 


Imports 

British exports 
Re-exports 

Total exports 

Excess of imports over 


total exports 462,819,400 


financial commissions, etc., it is prob- 
able that the year’s transactions showed 
a final “credit” balance for Great 
Britain in the neighborhood of £165, 
000,000, against an official estimate of 
£96,000,000 in 1927. 


CONDITIONS IN INDUSTRY 


The industrial picture must, however, 


1927 1928* 
£ £ 
1,218,341,150 1,18'7,000,000 
709,081,263 719,000,000 
122,952,839 121,000,000 
832,034,102 840,000,000 


386,307,048 347,000,000 


*Twelve months’ figures estimated from total for ten months. 


The shrinkage in exports so far as 
it reflected decreased takings of raw 
materials, was far from being an un- 
mixed blessing, but the further im- 
provement in the net national trade 
balance was a welcome phenomenon. 
If allowance be made for “invisible ex- 
ports” in the shape of shipping earn- 
ings, interest on overseas investments, 


be painted in rather more sombre 
colors. The relatively high activity of 
the first quarter of the year, when the 
board of trade estimated the volume of 
production at 7 per cent. above the 
level of 1924, was not maintained in 
later months, no fewer than 1,404,000 
insured persons being on the unem- 
ployment records at the beginning of 
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the last quarter, 


as compared with 
1,156,000 twelve months earlier. In 
part the increase may be ascribed to 
the enhanced pace of “rationalization” 
in many industries, a process which 
will undoubtedly strengthen the coun- 
try’s competitive position in the long 
run, but which involves, in its first 
stages, a significant displacement of 
labor in the trades affected. A con’ 
siderable share of the increase, how- 
ever, must be attributed to unfavorable 
conditions in a number of industries. 
The coal trade, for instance, has an 
army of 200,000 unemployed, which 
has no prospect of being reabsorbed in- 
to the industry in the near future. Iron 
and steel was again embarrassed by 
low prices. Continental competition 
was less severe than in 1927, but a 
section of the industry, nevertheless, 
showed a disposition to press for pro- 
tective measures—without success for 
the time being. The cotton trade, 
conversely, remained embarrassed by 
the selling price of its products in for- 
eign centers, particularly in the East, 
though various efforts were made to 
80 
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overhaul the financial position of the 
industry and to strengthen its organi- 
zation. As in earlier years, the great- 
est prosperity was attained by the 
“newer” trades—motors, artificial silk, 
chemicals and the like, and by com- 
merce. A corollary of these conditions 
was the continuance of the tendency 
of the industrial center of gravity to 
shift from the north to the south of 
the country. 


STOCK EXCHANGE MOVEMENTS 


The year will long be remembered 
on the Stock Exchange, where the up- 
ward movement in share values, which 
was a prominent feature of 1927, 
gained considerable momentum, and, 
despite temporary reactions in the 
early summer and in November, a 
number of securities reached “record” 
high levels. The consistent bull move- 
ment in New York was a noteworthy 
factor in this movement, the number 
of British securities dealt in in that 
center showing a steady increase, but 
large sections of the public at home, 
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wealthy and otherwise, participated in 
the movement, which was fanned by 
the prominence given to investment 
“hints” in the popular press. There 
was little tendency to change over from 
fixed interest to “variable” stocks— 
the former, in fact, appreciated by 
about 2 per cent. over the year—but 
the movements in the latter group 
monopolized attention. The index 
number of 278 such securities, com- 
piled by the Bankers’ Magazine, London, 
rose by October to 158.7, as compared 
with 146.0 a year earlier (December, 
1921—100), but these figures afford 
no idea of the phenomenal dimensions 
of the rise in certain favored stocks, 
such as those of the gramophone group. 
The speculative possibilities of the de- 
ferred shares of small denominations 
were exploited to the full, such 
counters, frequently put forward by 
new and unknown companies, formed 
to exploit “patent” rights of unproved 
value, being carried in many cases to 
absurdly high levels. By contrast, 


what are generally dubbed the “specu- 
lative’ groups—rubber shares, mining 
shares and the like—were neglected by 
the public. 

The political year was largely un- 


eventful. No_ highly controversial 
measure reached the Statute Book, the 
question which most largely excited 
public feeling, (the proposed revision 
of the Prayer Book of the Established 
Church, which was again rejected by 
the House of Commons), finding opin- 
ion divided on non-party lines. The 
budget was largely devoted to financial 
preparations for a far-reaching scheme 
for relieving productive industry from 
the burden of local rates, which will 
be the main plank in the Conservative 
Government’s platform at the general 
election to be held in June or July, 
1929, when female voters between the 
ages of 21 and 30, enfranchised by a 
notable legislative act of 1928, will 
vote for the first time. 

The outlook for the coming year 
depends very considerably on the re- 
sults of that election. There is no 
evidence of widespread public dissatis- 
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faction with the present government, 
but a number of factors may operate 
to its disadvantage on the decisive day 
—the natural swing of public opinion 
after five years, the large increase in 
unemployment of recent months, the 
absence of features likely to arouse 
personal enthusiasm in its de-rating 
program, and divided counsels in the 
party on the subject of protection. As 
regards industry and trade, at home 
and abroad, the chastening experience 
of the past suggests the advisability of 
caution in estimating the future, but it 
is not too much to hope for at least a 
modest increase in British prosperity, 
which may prove the more enduring in 
proportion to the extent to which the 
country has learned the lesson of the 
last few years—that the future de- 
pends on increased co-operation be: 
tween the partners in industry and 
that only a “rationalized” industrial 
system can hope to hold its own under 
modern competitive conditions. 
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THE FINANCIAL AND ECONOMIC 
SITUATION ABROAD 


By WILLIAM HAYES 


Under this heading each month current political, financial and economic events abroad 

are summarized for the benefit of the busy bank executive who would keep himself 

informed about foreign affairs without the expenditure of time necessary to examine 
the data from which these articles are prepared. 


HE reparations question continues 
to occupy a prominent place in 


the discussions of financial Eu- 
rope. For some time past, S. Parker Gil- 
bert, agent general for reparations, has 
been suggesting, hinting, and even open- 
ly stating in his reports, that he believes 
that the time has come for further re- 
vision of the Dawes Plan. He believes 
that there would be a distinct advantage 
in the determination of a definite num- 
ber of years for Germany to pay, in 
place of the present requirement of vary- 
ing annuities over an indefinite period of 
years. The explanation of this idea is 
supposed to have been the purpose of 
his visit to Paris last spring; it is also 
credited with being the motive behind 
his vacation in Rome last Easter. 

It was not, however, until a joint con’ 
ference was held between Mr. Gilbert, 
Winston Churchill, and M. Poincare, 
last October, that his urgings began to 
bear fruit. However, the announcement, 
resulting from that conference, that it 
would be agreeable to France and 
Britain to have a commission appointed 
to consider the matter, has been almost 
completely misunderstood, if one may 
judge by the newspaper items reporting 
the agreement. 
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For example, the impression has got 
into the minds of the reporters that the 
work of the new commission will be to 
fix the amount which Germany can pay 
—and that this fixing will almost certain- 
ly reduce the amount payable. Again, 
it seems to be the idea that a prominent 
part of the work of the commission will 
be the drawing up of a plan for the flota- 
tion of a gigantic bond issue—to dis- 
charge all reparations and inter-allied 
debts at once. In the place of them, 
according to the news items, will be 
left, a large amount of German indus 
trial and railroad bonds, in the hands of 
investors, principally American inves 
tors. This is an old and familiar sugges- 
tion, the absurdity of which does not 
seem to have been considered. The pic- 
turesqueness of the idea tends to divert 
attention from the practical difficulties 
in the way of its realization. 

What the agreement between Mr. 
Gilbert, Mr. Churchill and Mr. Poin- 
care does provide for is a commission 
which shall study and try to find a sat- 
isfactory number of years during which 
Germany shall continue to pay the an- 
nuities provided for in the Dawes Plan, 
nothing more. It involves the substitu- 
tion of a definite (but not necessarily 
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smaller) sum for an indefinite number 
of annuities. Moreover, in form, the 
suggestion comes from Germany. This 
discussion between the representatives of 
the Reparations Commission, England, 
and France, took no formal action. It 
simply let it be known that such a pro- 
posal from Germany would be assured of 
a favorable reception. 

Mr. Gilbert went back to Berlin and 
reported this. Having such assurances, 
Germany lost no time in doing her part. 
On October 27, her ambassadors in 
London, Paris, Rome, Brussels, and 
Tokyo were instructed to suggest to 
those governments that an independent 
commission of experts be appointed to 
consider the fixing of a definite limit on 
the number of annuity payments to be 
made. 

Such details of the plan as are so far 
available state that the commission will 


be composed of two representatives from 


each interested nation, including Ger- 
many. However, they will not have 
any official status as representatives of 
their countries, and will not be able to 
bind them. To make sure of this, while 
the experts will be chosen by the several 
governments, the actual appointments 
will be made by the Reparations Com- 
mission, and the new commission will 
make its report to the Reparations Com- 
mission, which, in turn, will transmit 
whatever recommendations it thinks 
wise to the nations involved. The meet- 
ings will begin in Paris, but may be later 
transferred to Berlin, that decision to be 
made by the commission itself. It is sug- 
gested that there will probably be Ameri- 
can experts also on the commission. 
France’s two representatives have al- 


ready been chosen—Governor Emile 
Moreau, of the Bank of France, and 
Professor Edgard Allix, an economist 
who formerly served with the Dawes 
Committee and is now a member of the 
faculty of the University of Paris. 

Looking now a little into the future, 
it does not seem probable that the de- 
liberations of the new body will have 
any appreciable effect in lightening the 
reparations burden. For, while England 
and France enter the conferences in a 
conciliatory spirit, they are firm on the 
point that they must receive enough 
reparations to pay the interest and amor- 
tization charges on their war debts. Since 
most of these are owed to the United 
States, and since the United States re- 
fuses to recognize any connection be- 
tween reparations and inter-allied debts, 
the obvious deduction is that the annual 
instalments will have to continue as 
large as at present. Indeed, if Germany 
insists upon her rights under the Treaty 
of Versailles (which specifies that 
reparations shall not be paid for a longer 
period than thirty years) it seems cer- 
tain that the annual instalments will 
have to be considerably increased, inas- 
much as most of the debt funding agree- 
ments provide for payments over a 
period of sixty-two years. If this amount 
is to be provided in thirty years, the 
annual instalments must be considerably 
larger. Hence, the recommendations of 
the new Expert Commission will be 
awaited with interest. 


THE TIDE OF GOLD 


More evidence has appeared in recent 
months of the return of the money 
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markets of the world to normal condi- 
tions. It will be recalled that when this 
review last appeared (in October) at- 
tention was called to the fact that gold 
exports from the United States (after 
being in effect for just a year) were 
checked in the early part of September. 
At that time, the market was almost in 
equilibrium, but later in the month a 
reverse flow began, and the month closed 
with a net import of gold of $1,731,000 
into the United States. The amount is 
significant more as marking the reversal 
of the trend, rather than as an absolute 
amount. 

Most of the September imports of gold 
came from England. But in October, 
Argentina also sent some gold, swelling 
the total net imports to $10,045,000. In 
November, the loss of gold by the En- 
glish market stiffened rates there, and 
further exports were almost completely 
checked. Argentina continued to ship 
gold, but Canada, needing money for 
moving her crops, began to take gold 
from New York. On the other side of 
the picture, France had $13,000,000 ear- 


As a result of all 
these diverse movements, November 
showed an actual net gain of $5,654,000 
of gold, but if the earmarkings had been 
considered, the month would have 
shown a loss. Attracted by the high 
rates prevailing for call loans in New 
York in the early part of December, 
gold began coming back from Canada, 
having in part served its purpose to re- 
lieve the temporary tension there. 

All these rapid changes in the direc- 
tion of the flow of gold are further 
testimony to the sensitiveness of the 
money markets to changes in conditions. 
If its flow is not impeded, as it has been 
more or less ever since the war began, 
gold tends to flow to the markets where 
it can be most profitably employed, even 
for a short time. One may reasonably 
hope that these conditions will continue, 
and that they ‘will result eventually, 
though it takes a long time to accomplish 
the end, in the redistribution of the 
world’s gold among the nations of the 
world on a more equable basis than at 
present. 


marked for export. 
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GREAT BRITAIN 


The outflow of gold from England 
continues to cause considerable concern. 
For, although this movement toward the 
United States has been discontinued, at 
least for the time being, Germany is 
still importing a good deal of gold from 
London and, in the last few weeks, Bel- 


gium has also been a taker. Imports 
from Spain, to bolster up peseta ex- 
change, have tended to counter-act these 
movements. 

However, the figures show that in the 
first ten months of 1928, gold exports 
amounted to £46,655,i92, while imports 
amounted to only £39,577,686. More- 
over, if capital issues in Britain are re- 
newed at the rate they were made in the 
fall (when new records were estab- 
lished), it is almost certain that some of 
the proceeds of such loans will go out 
in the form of gold exports. However, 
there are some signs of financial indiges- 
tion in the security market, and present 
new security offerings are somewhat 
lower than usual at this time of year. 
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Outside of the activity of the stock 
market (which enjoyed a wave of specu- 
lation almost as great as that of the 
United States), there is little improve- 
ment to report in British business con- 
ditions. Exports are slightly higher, and 
steel output has been increasing. Never- 
theless, there is also a seasonal gain in 
unemployment. Perhaps conditions 
would have been better but for the 
King’s illness, which exerts a depressing 
effect on trade. The feeling of a per’ 
sonal relation to the King, which pre- 
vails pretty generally throughout En- 
gland, makes for business depression in 
case of a bereavement in the royal 
family. It had a notably bad effect on 
holiday retail trade, although some mer- 
chants provided against this by insurance 


at Lloyd’s. 
ee 


The amalgamation of British note is 
sues, to which reference has been made 
previously in these colums, was officially 
put into effect on November 22, by an 
Order-In-Council. From that date, the 
Bank of England alone became respon- 
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sible for the redemption of all British 
currency, including that issued by the 
treasury during the war. In return for 
assuming the latter obligation, it received 
from the treasury all the reserve in both 
gold and government securities (equal 
to the face value of the notes outstand- 
ing) held against these noies. 

In time, the treasury notes will be 
replaced with Bank of England notes, 
differing, however, in that they bear a 
special water mark, to distinguish them 


as the former treasury issue. The profit 
from the issue—the interest on the se- 
curities held as reserve, less the cost of 
printing new notes—is to continue to 
go to the government. 

This change necessitated a change in 


the Bank of England statement. The 
directors, evidently deciding that while 
one change was being made it might as 
well serve as the occasion for other sug- 
gested changes, have markedly revised 
the form of the report. The new form 
is much more informative than the old 
one. For example, it shows not only 
the amount of notes issued, but the 
amount actually in circulation. It sep- 
arates the bill holdings of the bank into 
“advances to customers’—private cus- 
tomers, and “advances to the market.” 
There are also several minor changes. 
The new form was received with enthu- 
siasm by the financial community, be- 
cause of the more complete information 
that it contains, especially on the point 
of “advances to the market,” on which 
there has been a demand for information 
for a long time. 


CERMANY 


German business continues to decline. 
It cannot be said that conditions are de- 
pressed, for the volume of production 
and turnover of business is still consider- 
able. Nor has the slackening in activity 
been rapid. It has been exceedingly 
slow and gradual, and has almost co 
incided with the decline of foreign loans 
to that country. It is true that some of 
the borrowing which had been done in 
the United States is now being done in 
London, but, on the whole, the amount 
of new capital now coming into Ger- 
many is small, compared to the amount 
she received early in 1928. 

The dull trades include the textile and 
shoe and leather trades. Conditions are 
reported to be fairly satisfactory in the 
chemical, paper, and electrical equip- 
ment, due primarily to increased export 
sales. The ha. ests have been larger than 
in 1927, but were completed unusually 
early this year, releasing a considerable 
number of unemployed men on the mar- 
ket. There are, however, encouraging 
features. Coal output is increasing 
seasonally, and absorbing some workers. 
Car loadings are also on the increase, 
strange as that may seem in a time of 
declining business. Government revenue 
still shows a surplus, and the money 
market was easier in November, though 
it has recently firmed up again, and call 
loans now cost 7 to 9 per cent. Talk of 
a reduction of the discount rate, there- 
fore, which is heard in Germany, seems 
a bit premature. However, the Reichs- 
bank is now in probably the strongest 
position it has ever achieved, from the 
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point of view of reserves. Due to re- 
peated imports of gold from England, 
the amount of the yellow metal now 
held is the highest on record—twice as 
much as before the war, and five times 
as much as at the time the mark was 
stabilized. 

An indication of the fact that Ger- 
many has had spotty but good business 
in some lines is found in the reports thus 
far issued covering earnings for the 
fiscal year 1927-28. Over two-thirds of 
those reporting show earnings averaging 
more than 7 per cent. Twenty-nine per 
cent. of the corporations reported net 
losses for the period. However, these 
were the smaller concerns, indicating 
that in Germany, as in the United States, 
size, and consequent ability to spread 
overhead costs over a large number of 
unit sales, is an important factor in 
profits. 


FRANCE 


Poincare and his cabinet were forced, 
on November 6, to resign, after a minis- 
try of over two years. The cause was a 
petty political dispute in the Radical 
Party. Poincare’s cabinet (the govern- 
ment of the National Union) which has 
administered French affairs so well since 
it took command in July, 1926, and 
which included members of the Radical 
Party, was censured by a phrase in the 
latter's program reading “This Congress 
is unanimous in thinking that execution 
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of the party platform cannot be assured 
by the Government of the National 
Union. Only a Union of the Left 
parties is capable of the task.” 

In the face of such a statement by 
their party, there was nothing for the 
Radical members of the cabinet to do 
but resign. Thereupon, Poincare handed 
in the resignation of the whole cabinet, 
on the theory that it was a cab‘net of 
union, and that once the union was 
broken, part of the cabinet could not 
continue. 

Immediately there were regrets, and 
popular demand insisted that Poincare 
undertake the formation of a new cab- 
inet. For two days he refused. When 
he did give in, he did not make his new 
ministry a union of all parties. His new 
cabinet is primarily representative of the 
Conservatives. Moreover, there were 
some other changes, such, for example, 
as his giving up the post of Minister of 
Finance. Evidently, he considers that 
the real work of financial reconstruction 
is now in large part finished, and that 
someone else can work out the details. 
He appointed Henri Cheron to take care 
of conducting the debates over the 
Finance Bill—a task that always irked 
Poincare. He is now Minister without 
portfolio, and it is expected that most of 
his attention in the near future will be 
devoted to the reparations problem. 

It has been predicted that a cabinet so 
strongly conservative as the present one 
will sooner or later run into strong op- 
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position from the Socialists and Radicals. 
It 1s not expected to have nearly so long 
a life as the former cabinet. However, 
so far, no serious difficulty has been en- 
countered. 


* * * 


This political disturbance in France 
has had practically no effect on the ex- 
cellent business which still prevails there. 
Demand for coal is good, as is also ex- 
port demand for iron and steel products. 
The textile industries are active, particu- 
larly the rayon branch. Tax receipts 
continue at record levels, but imports are 
still above exports. But in practically 
every field of industrial activity, business 
is reported as either satisfactory, good, 
or improving. In fact, France, far from 
having an unemployment problem, finds 
production in several lines hampered by 
a shortage of labor. Other industries are 
also held up by a shortage of materials. 

Part of this activity is due to the low 
rate for money in France. Plenty of 
funds are available at 32 per cent., or 
lower. Large amounts of capital, how- 
ever, are being exported to markets 
where more attractive rates prevail and, 
as a counter measure, the Bank of 
France is again preparing to import gold, 
beginning with the earmarking of slight- 
ly over $13,000,000 in New York re- 
cently. Thus reserves will be kept at 
the 40 per cent. mark which the bank 
seems to have set as the minimum for the 
present. 


ITALY 


Evidences of a real trade revival are 
appearing in Italy. Electrical energy 
production is almost 11 per cent. above 
last year. Money is plentiful, and wages 
are at reasonable levels. Government 
orders have aided the metallurgical 
trades and the automobile manufac- 
turers. Prices are increasing, and will 
eventually result in demands for h‘gher 
wages. But the trade of the country 
still shows an import balance, and 
budget deficits have appeared in the 
monthly reports of late. The situation 
is very mixed. 

* = * 


One of the impressive ceremonies of 
the celebration of the sixth anniversary 
of the founding of the Fascist State— 
last October—was carried out by Mus- 
solini himself, in front of the Tomb 
of the Unknown Soldier, at the great 
new white Victor Emanuel monument. 

Two ancient Roman altars, one dedi- 
cated to the goddess Lucina, and the 
other to the goddess Minerva, had been 
brought from one of Rome's museums 
and set up. On them, small flames 
burned. And in the great square, in 
front of the monument, was a dense 
crowd of spectators. 

A blare of bugles announced Musso- 
lini’s arrival. The crowd cheered. Then 
they became silent, for this was a solemn 
ceremony. The Dictator saluted the 
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Unknown Soldier with the Fascisti or 
Old Roman salute, and turned to the 
task he had come to perform. 

The president of the national amortiza- 
tion fund handed him two slips of paper, 
symbolic of the debt obligations which 
were to be consigned to the flames. One 
was a receipt for public debt certificates 
contributed by citizens; the other rep- 
resented war pensions certificates turned 
in by ex-service men. Both were 
promptly placed in the flames on the 
altars, and quickly consumed. 

That was all there was to the public 
ceremony. But the real work was yet 
to be done. Mussolini then drove to 
the Rome gas works, to actually burn 
the bonds which he had symbolically re- 
duced to ashes. Thirty-seven large sacks 
of them were thrown into the blazing 
ovens—and Italy’s debt burden was 
140,000,000 lira lighter. 


IRELAND 


Ireland now has the completely inde- 
pendent currency which she has wanted 
for so long. Notes of the Bank of En- 
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gland are no longer legal tender there, 
having been replaced with ten shilling, 
one pound, five pound, and higher de- 
nomination notes of the Free State of 
Ireland. 

There are also new metallic coins, 
with designs symbolic of the natural 
wealth of the country. The half crown, 
for example, shows the Irish hunter, a 
horse whose fame is widespread. On 
the florin is a representation of the 
salmon. The sixpence carries a hound, 
the threepenny bit a hard. The penny, 
the most used coin, shows a hen with a 
brood of chicks. On the halfpenny is 
a pig with a litter, and on the farthing, 
a woodcock. All the inscriptions on the 
coins are in Irish, but the denomination 
of each is in numerals as well as in 
words. 

The new consolidated bank note 
issue has also been placed in circulation 
recently. Under the Currency Law of 
1926, which provided for the issue of 
the coins named above, the issue of 
notes by banks was somewhat changed. 
Instead of being an exclusive privilege 
of five large banks, it was extended to 
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cover the four others also. The maxi- 
mum amount to be issued was fixed at 
£6,000,000, and each bank assigned a 
quota. All notes must be covered by 
commercial paper, while the govern- 
ment bank notes are required to be 
covered by gold or government se- 
curities. The issue of these notes is 
under the control of a Monetary Com- 
mission of seven members, chosen by 
the government and by the banks. 

It is now proposed to complete the re- 
organization of Ireland’s banking struc- 
ture by amending the charter of the 
Bank of Ireland, bringing it up to date 
and in line with modern banking re- 
quirements. Details of the plan are not 
yet available, but it is reported that a 
bill embodying them will shortly be in- 
troduced into the Free State Parliament. 


NETHERLANDS 


An Amsterdam bank is trying a new 


experiment. Having a good many 
women customers, and wishing to have 
more, it decided to offer them special 
facilities. However, it did not follow 


the customary fashion of establishing a 
women’s department. Instead, it opened 
a whole women’s branch—a separate 
office, run entirely by a staff of women 
clerks and officers. The quiet and ‘secret- 
ive way in which this office will deal 
with the affairs of the women is expected 
to attract a great deal of patronage from 
divorced women and widows. 


* * * 


Business in the Netherlands is good, 
with activity in both trade and industry. 
Leather manufacturers are busy; the 
paper mills are more prosperous; and 
commercial failures during the most of 
1928 showed a decline as compared with 
1927. Electrical plants are very busy, 
and textile factories are operating at 
capacity. Borrowing for — industrial 
activity, and loaning of Dutch funds 
abroad in more profitable markets has 
caused a stiffening of the money rates, 
the private discount rate now being 
equal to the Bank of Netherlands’ dis- 
count rate of 447 per cent. It would 
not be surprising if this rate were raised 
slightly in the near future. 
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DEN MARK 


During the last week in September 
and the early part of October (just after 
these columns went to press for the 
October issue) Danish banking was 
disturbed by an important failure. The 
Privatbanken I. Kjobenhavn which had 
been struggling against losses caused by 
its connection with the Aarhus Oil Fac- 
tory, and its German subsidiary, the 
Teutonia Company, found that the 
losses were too much for it, and closed 
its doors. 

It was found that the bank had lost 
in the enterprise around 70,000,000 
kroner, almost completely wiping out 
its capital and surplus account. After 
some two days of negotiating, some of 
the sessions lasting all night, and one 
of them resulting in the resignation of 
the Minister of Industry, Commerce 
and Navigation, M. Slebsager—after 
much negotiating, a plan was evolved 
by which the bank was enabled to open 
its doors again. 

The stock of the bank was written 
down from 60,000,000 kroner to 12,- 
000,000 kroner, and other leading 
Danish banks and some of the larger 
customers of the closed banks agreed 
to supply new capital amounting to 
28,000,000 kroner. In addition, foreign 
banks, headed by the Stockholms En- 
skilda Bank, provided a bond loan of 


15,000,000 kroner. The bad debts 
which caused all the trouble were 
transferred to a special department 


for liquidation. In addition to these 
measures, changes were also made in 
the management of the bank. 
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Danish opinion was almost completely 
reassured by the quick settlement of the 
matter, and especially by the advance 
from foreign banks, which was inter- 
preted as indicating the confidence 
abroad in the fundamental soundness 
of the banking condition. Consequently, 
little trouble has been experienced since 
then, though there were two other 
failures of smaller banks, either directly 
connected with the Privatbank or with 
the Aarhus Oil Factory which caused 
all the trouble. 

Agricultural production has been at 
a high level in the current year, and the 
industrial outlook is fair. Unemploy- 
ment showed a slight seasonal increase. 
The money market is steady, with 
slight increase in activity. 


FINLAND 


As the fall season progressed in Fin- 
land, money has grown tighter. There 
was a fair sized boom in the building 
industry, requiring more cash. Again, 
there was an import balance of trade. 
Then the crop moving —— 
called for additional money. And, 
general, most of Finland's alates 
have been moderately active. There 
was only one relieving feature in the 
whole situation—the floating of a $10, 
000,000 loan on the New York market 
by the Finland Residential Mortgage 
Bank. But even that was insufficient to 
relieve the situation. It was necessary 
for the Bank of Finland to further raise 
its discount rate, on November 16, from 
64 per cent. to 7 per cent. There 
should be some easing of the situation 
in the coming months. 
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POLAND 


All hands in Poland are bending their 
efforts to increase the trade of the 
country. Mr. Dewey, the financial 
adviser, has been making reports advis- 
ing more borrowing abroad, to give the 
country more buying power; tax reform, 
to encourage business; and has been 
making a trip to Russia to see if any- 
thing can be done to stimulate trade 
with that country. The country itself 
has taken a notable step, also, in the 
establishment of a new Commercial 
High School at Cracow, formerly noted 
for its devotion only to the cultural and 
abstract subjects. The Ministry of Com- 
merce and Industry is building a nitro- 
gen fixation plant, and is studying 
methods of increasing the oil productiv- 
ity of the country. 

These efforts have been successful— 
in a way. Trade between Poland and 
the United States in the first six months 
of last year established a new high 
record. But Polish trade as a whole, 
though it is increasing, is showing an 
increasing import balance, which, if not 
checked, threatens in time to disturb the 
equilibrium of Polish exchange. Much 
attention, therefore, is being given to 
this aspect of the question, a special 
committee for the augmentation of ex- 
ports having been formed. 


SPAIN 


It must be said that the Spanish plan 
for stabilizing the peseta has been less 


than a success so far. Instead of taking 
the form of a real stabilization plan, it 
has been a series of punishments to 
“bull” and “bear” speculators in turn. 
Moreover, it has failed to check the 
further depreciation of exchange. This, 
however, is not entirely due to the 
unskilful way in which the plan was 
carried out. It is almost equally the 
result of fate, in the shape of a lower 
wheat crop than usual, resulting in the 
necessity for increased imports of that 
necessary article of food. 

Government finances, however, con- 
tinue to be. on a sounder basis than 
ever, with the budget showing a surplus 
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for the first time in twenty years, and 
with an ample reserve at the Bank of 
Spain. The government has reorganized 
the cabinet again, with General Primo 
de Rivera again directing the nation’s 
foreign affairs. The office of Foreign 
Minister has been discontinued, and the 
powers that went with that portfolio 
have been transferred to the Prime 
Minister. Another change was the 
creation of a new Ministry of National 
Economy. Count de los Andes will be 
at the head of this, charged with the 
program to reduce government expenses, 
and with the direction of the customs 
service. The Labor Minister has been 
retitled, the Minister of Labor, Corpo- 
rations, and Insurance. 


AUSTRIA 


A new agreement for the funding of 
Austria’s war debt of $35,000,000 to 
the United States has been agreed upon 
by Secretary Mellon and Dr. Schiller, 
chief of the Bureau of Economics of 
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the Austrian Foreign Office. The fund- 
ing agreement has previously been held 
up because it was desired to subordinate 
the payments on it to a proposed new 
$100,000,000 reconstruction loan, as 
well as to the former League of Nations 
loan floated in 1922. For a considerable 
time, the United States refused to agree 
to the latter measure, and there is yet 
doubt as to whether the funding agree- 
ment, which provides that more money 
shall be loaned, and repaid, before this 
debt is paid—whether such an agree: 
ment can gain the approval of Congress. 


HUNGARY 


Although business in Hungary has in 
the last few months showed a tendency 


to slacken, the money market in that 
country is tighter. This may be partly 
ascribed to the need for harvest loans; 
but primarily it is due to conditions 
outside the country. For the last few 
years, when money was cheap in other 
countries, notably in the United States, 
banks found it profitable to loan in the 
Budapest market. 

However, with the arrival of high 
rates in New York and Berlin, most of 
this money was withdrawn, and the situ- 
ation finally became so that one could 
profitably borrow from the Hungarian 
National Bank, and lend the money 
again, at a profit, in Germany. Though 
it is believed that little of such arbi- 
trating was actually done, it is true that 
the amount of rediscounted bills in- 
creased to almost 400,000,000 pengo, 
the highest figure in the history of the 
bank. To protect its reserve, therefore, 
the bank raised its rate, on October 2, 
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from 6 per cent. to 7 per cent. Auto 

matically the interest rates of other 
banks were advanced at the same time. 
This has somewhat eased the situation, 
but it still remains relatively tight for 
short term money, and money is not 
available at all for long term loans. 

The high rates for deposits paid by 
the banks are proving stimulating to 
savings, as is evident from the fact that 
deposits in the Postal Savings Bank and 
the thirteen leading Budapest banks are 
30 per cent. higher than at this time a 
year ago. However, any real relief 
from the tight situation must await the 
easing of the principal foreign money 
markets. 


JUGOSLAVIA 


Most of the details of the proposed 
legal stabilization of the dinar are now 
available. All that is yet required is 
the flotation of the big $250,000,000 
loan that has been talked of for so long. 
The dinar has been, in fact, stabilized 
at 1/11 of its par value (approximately 
1.76 cents in American money) for 
almost three years. The legal stabiliza- 
tion would make the paper money ex- 
changeable for gold, or for foreign ex- 
change, on that basis; it would also 
revalue the gold reserve and the capital 
of the Jugoslav National Bank. Paper 
money would be exchangeable, however, 
only in sums of 10,000 dinars or multi- 
ples thereof. 

At the same time, it is proposed to 
establish new rules for the government 
of the national bank. Under these, the 
stockholders will elect the governor, but 
their choice must be approved by the 
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government. There will be also an 
executive committee, composed of twelve 
members, chosen from the Council of 
Administration. The government will 
appoint a Commissioner of the Cur- 
rency, who will have the supervision of 
the issue and will also have a general 
surveillance of the bank. 

The bank will be required to keep a 
reserve of 33 per cent. in gold or 
foreign exchange against its notes out- 
standing. It will have the right to loan 
against bonds or commercial paper, up 
to 400,000,000 dinars, provided they 
are for maturities not exceeding three 
months. Advances to the state are 
limited to 600,000,000 dinars, and for 
temporary needs only—they must be 
repaid within three months after the 
close of the budgetary year. Such 
advances will bear interest at a rate 3 
per cent. below the ordinary rate of 
discount, but now lower than 2 per 
cent. This rate applies to the first 
200,000,000 dinars; each additional 
100,000,000 dinars is to bear interest 
at a rate 1 per cent. higher. 

When the stabilization law is passed, 


the state is to pay the bank 1,000,000,- 
000 dinars, on account of its debt of 
4,330,000,000 dinars. Eight hundred 
million dinars are to be credited against 
this debt, from the proceeds of re- 
valorizing the gold reserve; and the 
balance of approximately 2,500,000,000, 
is to be wiped out by annual instalments 
of 70,000,000 dinars each. 


BULGARIA 


Bulgaria is even nearer to actual legal 
stabilization than Jugoslavia. She has 
floated her stabilization loan, which was 
not so large as that proposed for Jugo- 
slavia, amounting to only $25,000,000, 
part of which was obtained in Europe. 
Of this, $7,500,000 is to go to the Na- 
tional Bank, in repayment of part of 
the state debt, $2,500,000 is to go to 
the Agricultural Bank, and $750,000 to 
the Central Co-operative Bank—both of 
which are state institutions—to furnish 
new working capital. The balance will 
be used to make up budget arrears, and 
for needed public improvement. 

As a part of this program, also, the 
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National Bank cf Bulgaria has been 
given a certain amount of autonomy, 
and provisions have been made for the 
eventual transformation of the bank 
into a private stockholders’ institution, 
rather than a state controlled. The rest 
of the provisions closely resemble those 
of Jugoslavia, and those of the most 
modern central banks. The reserve 
ratio is fixed at 33) per cent.; the 
amount of loans to the government is 
limited to 400,000,000 levas for not 
longer than three months. The bank 
will be governed by a governor and a 
vice-governor appointed by the king, 
and will have a technical counselor 
from the League ot Nations. At present, 
M. Rene Charron, former Bulgarian 
Refugee Commissioner, occupies that 
post. 
RUMANIA 


Here, also, most of the steps prelimi- 
nary to actual legal stabilization have 
been taken, and all that remains is the 
floating of the usual “stabilization loan.” 
Rumania, however, differs from the two 
nations discussed above in that she in- 
sisted on managing her own reconstruc- 
tion, without assistance from the League 
of Nations. 

Evidently, however, the actual stabili- 
zation of the leu is by no means so sound 
as it might be. Only recently it was 
reported that in order to check the 
depreciation which was being caused by 
speculation, the government had for- 
bidden all banks to deal in negotiable 
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paper. This is a rather new and 
startling way of preventing speculation 
in foreign exchange, and it remains to 
be seen how successful it will be. 


CHINA 


An attempt is being made to bring 
some order out of the chaos of Chinese 
currency which has been so often de- 
scribed in these columns. As a first 
step, the Nationalist Government has 
set up a new Chinese Central Bank in 
Shanghai, whose work will be, accord- 
ing to the announcement, “the stabiliza- 
tion of the national currency, creation 
of a national treasury, and stabilization 
of the money market.” To this end it 
is authorized to issue notes, mint coins, 
negotiate domestic and foreign loans, 
and act as a government depository. 

Doubts have been pretty generally 
expressed as to the ability of the new 
institution to accomplish the task tc 
which it has set itself. And they have 
been justified—for the first coins from 
the government mint (the new Sun Yat- 
sen memorial dollars) under the new 
bank were refused by some of the 
foreign-owned banks in Peking and 
Tientsin. These dollars are to be 
eventually the official money of China, 
replacing the tael. 

The bank is also hampered by the 
fact that it is completely a government 
institution, and its operations will prob- 
ably be considerably influenced by the 
exigencies of government financing. 
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This has been made practically certain 
by the appointment of T. V. Soong as 
governor of the bank, inasmuch as he 
also holds the post of Finance Minister 
in the present Nationalist Government. 
Even without these difficulties, it is a 
question whether any Chinese could 
obtain sufficient support to put into 
effect any currency stabilization and 
unification plan—no matter how good. 

Realizing this, the Nationalist Govern- 
ment has enlisted outside assistance. 
Dr. E. W. Kemmerer has been asked to 
do for China what he has done for so 
many other countries—reorganize the 
whole currency and banking system. 
He has accepted and is now on his way 
to China to begin his study of the 
question. Observers of the situation are 
unanimous in the opinion that if he 
does succeed in giving China a unified 
currency (and there is really no reason 
why he should not, outside of the difh- 
culty of the task), he will richly deserve 
his title of “The Currency Doctor.” 

Here are some of the problems in- 
volved: 

1. Build up a gold reserve for the 
proposed currency—China has none at 
present, because she has only local 
currencies. 

2. Find some way of stamping out 
counterfeiting, which is very widespread 
there. 

3. Overcome the opposition of the 
money changers—a great block of 
Chinese society whose existence depends 
on the continuance of the present 
system of multiple currency. 

4. Set up a banking system for a 
country almost as large as the United 
States, but with commercial development 
far behind. 

The results of Dr. Kemmerer’s study 
wil! be awaited with interest and hope 
by all those who have the interest of 
that potentially great nation at heart. 


MEXICO 


The report of the investigators for 
he International Committee of Bankers 
for the Mexican Bonds has been com- 
pleted, after eleven weeks of study, and 
has been gone over by the committee 
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itself. Preliminary conferences, for the 
formulation of general principles for a 
new agreement between the Mexican 
Government and the holders of Mexican 
Government bonds, have been held. 
The Mexican budget has been drawn 
up, showing a surplus instead of a 
deficit. There has been much talk in 
the newspapers about the “justness” of 
the new plan. But no agreement has 
been announced, not even the general 
terms of the investigators’ report have 
been published, and no details of the 
proposed agreement have been given 
out. 

One learns from Mexico City that 
the agreement is “understood” to in- 
clude a first payment of 25,000,000 
pesos, the annual instalment to increase 
every year to a maximum of 80,000,000 
pesos in five years. This is proposed to 
be the annual or “standard” payment 
which will thereafter represent Mexico's 
capacity to pay. 

If this readjustment is agreed to, it 
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will be the third time that the Mexican 
debt has been so cut down, and, it is 
to be hoped, the final one. That, how- 
ever, will depend on the ability of the 
country to maintain a stable government 
during the time when the rest of the 
payments must be made. 
































* * * 








The government has adopted the sug- 
gestion of the Second Annual National 
Bankers’ Convention in Mexico, and has 
authorized banks to operate savings de- 
partments, the decree also permitting 
them to conduct independent mortgage, 
finance, and fiduciary departments also. 

The Banco Nacional de Mexico was 
the first to establish such a savings de- 
partment, with a capital of 250,000 
pesos independent of the capital of the 
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parent bank. It is understood, however, 
that other banks are also planning to 
avail themselves of the privilege granted 
by the new decree. 


BOLIVIA 


Bolivia is one of the countries which 
has had the benefit of Dr. Kemmerer’s 
advice, and, having adopted the plan 
suggested by him, is now engaged in 
putting it into effect. The new National 
Bank of Bolivia has ‘a monopoly of note 
issue, and its charter is extended for 
twenty-five years. Its notes are made 
convertible into gold or gold exchange, 
on demand. Commercial banks of the 
country are to hold 15 per cent. of 
the stock in the new bank at first, and 
eventually are to become the sole stock- 
holders. The government’s debt to the 
bank is to be repaid gradually. Pro- 
vision is also made for the inspection 
and control of operation of all banks by 
a superintendent of banks. The plan, 
in general, follows the same lines as 
those which have been successful in 
Chile, Colombia, Ecuador, and Peru, 
and may reasonably be expected to be 
equally successful. 

E. O. Detlefsen, a national bank 
examiner from the United States, has 
been appointed superintendent of banks 
under the new law, and has now taken 
up his duties for a term of three years. 


ECUADOR 


One of the final steps in the placing 
of Ecuadorean banking in sound shape 
was taken recently when 2,000,000 coins 
of 5 centavo denomination, minted at 
Philadelphia, were shipped to that 
country. More shipments will follow 
later, and complete the task of furnish- 
ing a subsidiary coinage, shipments of 
2 sucre silver pieces, 1 sucre pieces, and 
50 centavo pieces having been sent 
forward earlier in the year. 





THE PAST MONTH IN CANADA 


OST sections of Canada are 

sending in favorable reports of 

business conditions, says the 
Monthly Commercial Letter of the 
Canadian Bank of Commerce, Toronto, 
for November. The outstanding fea- 
tures, the Letter says, are practically 
full-time employment in industry, a 
greater movement of Canadian wheat 
both to domestic storage points and to 
foreign markets than in the autumn of 
1927, and the largest volume of dis- 
tributive trade in the history of 
Canada. 

“The slackening in some industries 
is less than is usual at this season, 
while manufacturers of staple com- 
modities now in greatest demand are 
operating on production schedules well 
above the level of those in force in any 
previous year. This favorable situa- 
tion has, of course, improved the posi- 
tion of those industries with over- 
expanded plants, and has caused such 
activity in many other branches as to 
create keen competition for certain ma- 
terials and skilled labor. It seems at 
present that Canada is undergoing the 
greatest and soundest industrial ex- 
pansion she has ever known, one that 
is based mainly upon increasing pro- 
duction in two primary industries, agri- 
culture and mining, and upon a grow- 
ing share of world trade in manufac- 
tured products.” 


NAVIGATION 


_ “The season of navigation now draw- 
ing to a close,” says the November 22 
Business Summary of the Bank of 
Montreal, “has recorded the largest 
movement of freight and passengers in 
the history of the country. . . . 
Tonnage of ocean vessels arriving at the 
port of Montreal has been in excess of 
‘ast year; inward cargoes have been 
‘arger and outward cargoes up to the 


capacity of carriers. More grain than 
ever before has passed through the 
port, and passenger steamships have en- 
joyed steadily growing patronage. 


FOREIGN TRADE 


“Foreign trade of Canada again un- 
derwent expansion in October, rising in 
value to $254,968,000 as compared 
with $199,757,000 in the correspond- 
ing month last year, of which increase 
$38,134,000 occurred in exports and 
$17,077,000 in imports. Tak- 
ing the seven months’ period since 
March 31, the aggregate foreign com- 
merce of Canada has reached the high 
total of $1,524,266,000, being an in- 
crease of $200,068,000, or nearly 14 
per cent. In this great trade the prin- 


cipal item was wheat, the export of 
which had a value of $23,303,000, 
and wheat flour with a value of $36,- 
488,000, or together a total of $273,- 


791,000, somewhat more than one- 
third of aggregate exports. .. . 
Newsprint exports in the seven months 
(since March 31) were up nearly $10,- 
000,000 to a total of $79,310,000, and 
automobiles and parts up $5,837,000, 
to $22,739,000, while the export of 
cheese and fish has also been larger. 
The balance of trade is more favorable, 
exports having exceeded imports in 
October by $30,803,000, and by $36, 
351,000 in the elapsed seven months. 
Last year the seven months’ favorable 
balance was $21,293,000.” 

The Royal Bank of Canada, Mon- 
treal, in its Monthly Letter of Novem- 
ber 30, says that about 20 per cent. of 
the net income of the whole people of 
that country is derived from exports. 
The net income of the Canadians dur- 
ing 1925 amounted to $4,800,000,000 
and the value of the exports was in 
that year $1,000,000,000. “Though 
it is realized that exporters of wheat, 
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flour, paper, lumber, fish, meats and 
metals must keep themselves familiar 
with conditions in the markets for these 
commodities in all countries,” says the 
Letter, “few realize the large propor- 
tion of the Canadian people whose in- 
come is directly or indirectly affected 
by changing conditions abroad.” 


RECORD CONSTRUCTION 


The volume of construction in Can- 
ada, as measured by contracts awarded 
the last ten months, is the greatest on 
record, says the Canadian Bank of 
Commerce. “Building, and other pro- 
jects such as engineering, which come 
under the general heading of construc- 
tion, have been carried on during the 
last six months under almost ideal con- 
ditions. Not only has the work in 
progress and in prospect been of such 
magnitude as to cause record activity 
in this and allied industries, but con- 
tractors have been favored on _ the 
whole with good weather, and pro- 
longed and expensive delays have thus 
been avoided. Financing was compara- 
tively easy, as ample funds were on 
hand for sound projects, and interest 
rates were reasonable, although slightly 
higher in some districts than in 1927. 
The price level of materials increased 
somewhat, mainly because of a rise in 
quotations for lumber, and wages for 
certain classes of skilled labor advanced, 
but no serious labor troubles were en- 
countered. 


MINERAL PRODUCTION 


“Canada has in sight a mineral pro- 
duction for 1928 aggregating in value 
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about $260,000,000 if prices remain 
firm and the progress made during the 
remainder of the year does not fall 
short of what may be reasonably ex- 
pected. This would establish a new 
high level, 5 per cent. above the record 
of 1927 and 23 per cent. above the 
figure of ten years ago, when prices 
were highly inflated. 

“Toward this total the precious 
metals are expected to contribute $52,- 
000,000, the four principal base metals 
mined in Canada $72,000,000, coal 
$60,000,000, and other minerals 
(chiefly non-metallic) $76,000,000. Lit- 
tle change is anticipated from the fig- 
ures of a year ago except in the case 
of the base metals, which promise an 
increase of $13,000,000 over the 
amount of $59,000,000 in 1927.” 


BANKING POSITION 


The banking position reflects the 
general prosperity, says the Bank of 
Montreal. “In September, notice de- 
posits gained $2,300,000, call loans 
were slightly reduced, and other cur- 
rent loans to Canada increased $30,- 
153,000. Bank clearings top all pre- 
vious figures. As a typical example, 
clearings at Montreal may be taken, 
these having increased $134,565,915 in 
October over last year, and by the 
huge sum of $1,317,835,000 in the 
elapsed ten months. All reporting 
clearing-houses tell the same tale.” 


BANK OF MONTREAL STATEMENT 


The Bank of Montreal has issued its 
annual statement, for the year ended 
October 31, 1928, and shows total as- 
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sets of $873,782,523, compared with 
$831,548,967 at the end of the pre- 
vious fiscal year. Of this total liquid 
assets amount to $473,898,282, equal 
to 59.55 per cent. of liabilities to the 
public. Included in liquid assets are 
total cash holdings of $118,987,065 or 
14.95 per cent. of all liabilities to the 
public. These cash holdings comprise 
gold and subsidiary coin $33,595,262, 
as compared with $38,400,252; Domin- 
ion notes $60,391,802, up from $50,- 
552,958, and deposit in central gold 
reserves of $25,000,000, compared with 
$19,000,000. 

As a result of the important develop- 
ments that are occurring in many sec- 
tions of the country, the tendency has 
been to report substantial increases in 
call, as well as current loans. Call and 
short loans in Canada now stand at 
$39,147,086, up from $29,719,404, 
while call loans in Great Britain and 
the United States are down to $138,- 
965,168 from $151,381,604. 

Indicative of the much larger gen- 
eral business being handled, current 
loans in Canada have risen to $308,- 
752,388, from $255,155,693, making an 
increase of $53,596,695 over the pre- 
vious year. At the same time, loans 
to cities, towns and municipalities and 
school districts have gained to $22,- 
416,665, from $16,651,162, while cur- 
rent loans and discounts elsewhere than 
in Canada are reported at $35,496,446, 
down from $45,628,393. 

Reflecting the growth in the wealth 
of the Canadian people, deposits con- 
tinue to find new high levels. Total 
deposits at the end of the year stand 
at $721,465,012, compared with $700,- 
227,281, a gain of over $20,000,000. 

The profit and loss statement indi- 
cates that with the larger volume of 
business offering profits have also shown 
a tendency to increase. Profits for 
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the year, after deducting charges of 
management and making full provision 
for all bad and doubtful debts, were 
$5,847,327, equal to 914 per cent. on 
the combined capital, reserve and un- 
divided profits; this compared with 
$5,299,887 at the end of the previous 


year. The profits, added to the amount 
carried forward, brought the total 
available for distribution up to $6,002,- 
126. This was distributed as follows: 
Dividends and bonus, $4,188,338; pro- 
vision for taxes Dominion Government, 
$400,000; reservation for bank prem- 
ises, $700,000; a total of $5,288,338, 
and leaving a balance to the credit of 
profit and loss of $713,788, as com- 
pared with $154,799. 














INTERNATIONAL 


HIRTY-THIRD semi-annual report of 
the Sumitomo Bank, Limited, Osaka, 

shows net profit of the bank for the six 

months ended June 30, 1928, of yen 
3,268,322. To this has been added yen 
1,934,496 brought forward from the previous 
account, making a total of yen 5,202,819 to 
be allocated as follows: 


To reserve fund 


Cathie Heweeee yen 700,000 
oe. ee 2,250,000 
To pension reserve .......... 300,000 
po eee 120,000 
To carry forward to next account 1,832,819 


Capital of the bank is yen 70,000,000, re- 
serve fund yen 24,300,000, deposits yen 


595,442,457 and total resources yen 760, 
292,223 


STATEMENT of condition of the Skandina- 
viska Kreditaktiebolaget, Sweden, as of Octo- 
ber 31, 1928, shows capital of Kr. 87,188, 
000, reserve fund of Kr. 94,812,000, de- 
posits of Kr. 595,165,122 and total resources 
of Kr. 994,603,741. 


Net profit of the Royal Bank of Scotland, 
Edinburgh, for the year ended October 13, 
1928, was £502,560, according to the report 
of the directors. From this has been taken 
£160,000, a mid-summer dividend at the rate 
of 16 per cent. per annum. The remainder 
will be allocated as follows: 


To final dividend at the rate of 18 


per cent. PEF ANNUM. ....0.606.0.4:0: £180,000 
To bank buildings and _ heritable 

PROEIEY Svcs sceeves newness 20,000 
To pension reserve fund ........ 30,000 
WO WEE Sec chews teeermeseesacs 112,560 

The above addition will make the rest 


amount to £2,795,787. Capital of the bank 
is £2,500,000, deposits £44,674,151 and total 
resources £55,348,396. 


Epwarp HOoLLANpD-MartTIN, of Martin's 
Bank, Ltd., London, has joined the board 
of directors of Kodak, Limited, the subsidiary 
of the Eastman Kodak Company which con- 
trols its manufacturing and sales in Great 
Britain and its colonies. 


THE Industrial Bank of Japan, Ltd., Tokyo, 
reports gross earnings for the half-year ended 
Tune 30, 1928, of yen 12,876,616, to which 
has been added the balance of 1,090,802 
yen brought forward from the preceding 
term. This makes a total of yen 13.967,418. 
After deducting 10,825,581 yen for gross 
expenses, the -um of 3,141,837 yen has been 
designated as profit for the half year. After 
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deducting 450,000 yen for the reserves, a 
sum equal to 6 per cent. per annum on 
paid up capital has been set aside for divi- 
dends. 

Paid up capital of the bank is 50,000,000 
yen and total resources 477,958,934 yen. 


STATEMENT of condition of the Banco de la 
Republica, Bogota, as of September 29, 1928, 
shows paid up capital of 11,539,000 gold 
pesos, reserves of 1,447,638 pesos, undivided 
profits of 442,243 pesos, deposits 11,902,983 
pesos and total resources 75,841,503 pesos. 


THE Bank of London & South America, 
Limited, London, in its annual report as of 
September 30, 1928, shows net profit for the 
period of £456,997, to which has been added 
£201,230 brought forward from the previous 
year, making a total of £658,228. Out of 
this an interim dividend of 4 per cent. 
amounting to £141,600, was paid June last. 
The remainder has been allocated as follows: 


To dividend of 7 per cent., sub- 


ject 00 INCOME tak «4.066 0c0<s £247,800 
To contingency reserve account 60,000 
To carry forward to next account 208,828 


Capital of the bank is £3,540,000, reserve 
£3,000,000, deposits £38,734,742 and total 
resources £65,144,927. 


ProrFit and loss account of the Imperial Bank 
of Canada, Toronto, for the year ended 
October 31, 1928, shows net profit for the 
period of $1,459,472. To this has been 
added $1,272,929 brought forward from the 
previous year, making a total of $2,732,402, 
which has been divided as follows: 


To dividend at the rate of 12 per 


CONE. DEL BMNGM. 6. <.oic:c cose sie $840,000 
To bones of 1. per cent: ......000% 70,000 
To officers’ guarantee fund....... 2,500 
To officers’ pension fund......... 40,000 
LO: BORE QECHECS 6 0isc.0ccse venice 500,000 
EG PENANCE TUE. acne oct aoale bere 500,000 
TOE iy Cee vigre baie Oe vareeawein 160,000 


To carry forward to next account 619,902 


Capital of the bank is $7,000,000, reserve 
fund $8,000,000, deposits $118,125,851 and 
total resources $150,027,256. 


Report of the board of directors of the 
British Overseas Bank, Limited, London, 
shows net profit for the year ended October 
31, 1928, of £150,614, after allowing re- 
bate of interest and providing for all bad 
and doubtful debts and income tax. To 
this has been added the balance available 
from the previous account, £57,587, making 
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a total of £208,201. 
cated as follows: 


This has been allo- 


To interim dividend on the “A” 
ordinary shares at the rate of 6 
per cent. per annum 

To final dividend on the “A” 
nary shares at the rate of 6 per 
cent. per annum 

To dividend on the “B” ordinary 
shares at the rate of 6 per cent. 
per annum 

To reserve fund 

To reduction of premises account... 

To carry forward to next account.. 


Paid up capital of the bank is £2,000,000, 
reserve fund £200,000, current, deposit and 
other accounts £4,588,987, and total re- 
sources £10,936,355. 


ERNESTO TORNQUIST & Co., Limited, Buenos 
Aires, made net profits for the year ended 
June 30, 1928, of 1,340,963 gold pesos, 
after deducting amortizations and general ex- 
penses and allowance for all bad and doubt- 
ful debts. To this has been added 109,543 
pesos brought forward from the previous 
year. The total has been allocated as fol- 
lows: 


To 6 per cent. dividend on 
preference shares pesos 180,000 

To 8 per cent. dividend on ordi- 
nary shares 

To extraordinary reserve fund 

To carry forward to next ac- 
count 


720,000 
400,000 


150,507 


Statement of the company as of the same 
date shows capital of 12,000,000 pesos, and 
total resources of 20,056,403 pesos. 


THE Standard Bank of South Africa, Ltd., 
has announced from its head office in Lon- 
don that it plans to issue the balance of its 
unissued shares, of which 44,583 are to be 
offered at £10 each to holders of record 
November 28 in the ratio of one new share 
for ten old ones. The balance of unissued 
stock, 9584 shares, will be offered to the 
staff of the bank at the same price. 


ProFit and loss statement of the English, 
Scottish & Australian Bank, Limited, Lon- 
don, shows profit for the year ended June 
30, 1928, of £1,62'7,995, after provision had 
been made for bad and doubtful debts and 


contingencies. After expenses of manage- 


ment, income and other taxes have been 
taken from this amount, there remains £598,- 
768, which has been allocated as follows: 


interim dividend of 5 per cent..£150,000 
reserve fund 

reserve fund 

officers’ provident fund 

dividend of 714 per cent 

purchase and cancellation of de- 
ferred inscribed deposit stock in 
accordance with the articles of 
association 


This leaves £33,518, which, with £277,- 
960 brought forward from the previous ac 
count, makes a total of £311,478 to be car: 
ried forward. 


THE Banco Nacional de Mexico, Mexico 
City, has organized a savings department, 
the first to be established in a Mexican bank 
The bank has set up a separate capital of 
250,000 pesos, independent of the capital of 
the main institution, for the operation of 
the department. 


BALANCE sheet of June 30, 1928, of the 
Commonwealth Bank of Australia, owned 
and guaranteed by the Australian Common- 
wealth Government, shows general bank 
balance of $232,887,830; note issue depart- 
ment, $222,466,133: rural credits depart- 
ment, $4,514,774; and other items, $24,- 
700,920. 

Following recent legislation, the savings 
bank department has been separated from the 
general bank and, established as a separate 
institution under the name, “Commonwealth 
Savings Bank of Australia.” The new sav- 
ings bank has no capital but started with a 
reserve of $5,376,490, the proportion of the 
reserve fund of the combined institutions con- 
tributed by the savings bank department. 
Separate balance sheets are now issued, and 
the first of the Commonwealth Savings Bank 
of Australia also dated from June 30, 1928, 
shows depositors’ balances of $240,620,759, 
reserve fund of $5,826,478, assets of $15, 
467,931 in coin and cash balances, $10,745,- 
000 in fixed deposits, and $219,165,046 in 
Government and municipal securities. 

Profits of the Commonwealth Bank of 
Australia for the half-year ended June 30 
amounted to $3,932,657, while in addition 
those of the Commonwealth Savings Bank 
aggregated $899,970. 





CAPITAL 
$9,000,000 
SURPLUS 
$5,000,000 
DEPOSITS 
$146,172.964.56 


RESOURCES 


$177,261,961.15 


WIDENING 
the BANKING HORIZON 
foveill 


MILWAUKEE 


HE CONSOLIDATION on December 15, 1928 of 

the First Wisconsin National Bank and the Second 
Ward Savings Bank combines Wisconsin’s two largest 
banks to form a financial institution serving the 
financial needs of all Milwaukee and all Wisconsin. 
The consolidated institution operates under the name 
and charter of the First Wisconsin. In Milwaukee, 
two hundred thousand people are served at 17 
conveniently located offices throughout the down- 
town and outlying districts of the city. In the state, 
785 of the 970 banks in Wisconsin are correspond- 
ents of this bank. Wisconsin business leaders in 
every field compose its directorate. Combining as it 
does the essential qualities that for seventy-five years 
have made these two institutions the leading banks 
in the state, the consolidation truly broadens the 
banking horizon for all Milwaukee and all Wisconsin. 


FiRST WISCONSIN 
NATIONAL BANK 


MILWAUKEE 





How Banks are Advertising 


Special Section of The Bankers Magazine 


N interesting folder, 
printed in black and 
scarlet on white paper, 

gives the answer of the 
Chase National Bank of 
New York to queries re 
garding the cost of a life in- 
surance trust. When folded, 
it is exactly regulation post- 
card size, and one fold, when 
torn off, is in the form of a 
post card to be returned to 
the bank requesting a copy 
of the institution’s booklet on 
“Planning a Life Insurance 
Trust.” 

By means of a diagram 
and percentages the cost of 
a life insurance trust is 
clearly explained, and a 
concrete example is given 
for a $100,000 trust. 


IN connection with a window 
display of worthless stock 
certificates showing the prices 
paid for the stocks and what 
the same amount placed in a 
savings bank would total to- 
day, the Dime Bank Title 
and Trust Company of 
Wilkes Barre, Pa. has 
recently distributed a book- 
let, “Investigate Before You 
Invest.” The booklet con- 


tains excerpts from the fifth’ 


annual report of the Penn- 
sylvania Securities Commis- 
sion and lists one hundred so- 
called “tipster sheets” which 
are not registered under the 
Pennsylvania Securities Act 
and therefore cannot legally 
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sell or offer for sale any se- 
curities in that state. 

Some ten thousand of the 
booklets were distributed 
during a week’s time and the 
bank received considerable 
news space from the Wilkes 
Barre papers in regard to the 
joint campaign of window 


display and booklet. 


THE Union Trust Company 
of Detroit has arranged to 
broadcast the Sunday after- 
noon programs to be given 
this winter by the Detroit 
Symphony Orchestra, and 
has announced the fact by 


means of formal announce- 
ment cards, giving the sta- 
tion, hour, dates, etc. 


AN article by Leo S. 
Chandler, president Cali- 
fornia Trust Company, Los 
Angeles, has been reprinted 
from the National Under- 
writer by the bank. The 
article is entitled “A Problem 
in Economics” and deals with 
the life insurance trust. It 
is in folder form. 


THE statements of condition 
of the First Wisconsin Na- 
tional Bank, Milwaukee, 


Avoidins delays 
IN SETTLING ESTATES 


Tir 1s moet tenportant thet you realise thet unfeteosta complications in the handling 


of wills often cause the loss of much time and money. The time lost is not only an incoave 


nience bat, in some cases, has disastrous results 


and allowing it to keep in close touch with your 


matters, experienced judgment is provided against possible 


ters of this kind is invaluable to those naming it 2s Executor, as has been shown in the case of 


thousands of estates we are handling. 


THE FARMERS’ LOAN AND TRUST COMPANY 
22, WILLIAM ST. 418 FIFTH AVE. AT ¢le ST. | 901 MADIBON AVE, AT T3ad ST. 


“For the purpose of ACCOMMODATING the citizens of the State” 
Drom the Charter of The Farmers’ Lown end Trost Company, 1829 


The use of distinctive typography, leaded to allow wide 
spacing between lines, makes this advertisement unusual 


in appearance as well as easily read. 


It is typical of the 


new type of newspaper advertising recently begun by this 
New York trust company. 
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Wis., and its afhliate, the 


are advertised effectively in 
First Wisconsin Company, 


a simple folder by the Old 





























are printed in folder form, National Bank & Union 
with the two statements on Trust Co., of Spokane, 
opposite pages and the of- Wash. The copy is read- 








ficers of the two institutions 
also on facing pages. On 
the front cover is a small 
sketch of the bank building 
and a large reproduction of 
the seal of the First Wis- 
consin group. 





able and the typography is 
pleasing to the eye. 

















A HALFTONE of a vault door 
makes an appropriate and at- 
tention-getting first page for 
a folder advertising the safe 
deposit department of the 
Cedar Rapids Savings Bank 
































Its securities safekeeping 


























service, for persons who and Trust Company, Cedar 
wish the bank to clip their Rapids, Iowa. Within are 
coupons, etc., and its safe shown views of tlie door, the 
deposit department, for safe deposit boxes, and the 











those who prefer to take 
care of their own securities, 





interior of the department 
itself. Each demonstrates 





































If you are Transacting 
Business in Canada, 
you can Benefit from 
the Services of 





































































































this Bank ta, 
“306° " : > 
11 
5 ———— 
Nwmbers indicate bran he 
In Trade with United States 
HE early development ot The Canadian Bank of Commerce is coincident with 
the birth and infancy of the Dominion of Canada. In 1867 a group of far- 
sighted statesmerl formed the self governing units of Canad@ into a united Domimon, 
In the same year a group of pincer’ business men founded The Canadian Bank of 
Commerce to foster and proutte Canadian Business. 
Today nearly 600 branches of The Canadian Bank of Commerce are links that bind 
Canada—East to West. This great banking system unifies the country into one 
/ \ commercial arena where all classes mingle to do business 
Nearly 600 branches — }j, the first six months of this year Canada bought more American exports and sold 
in Canada. the United States more of its imports, than any othe: country, “becoming”, says 
eiciadioabineas the U. S. Chamber of Commerce, “by iar our most important market". In addition, 
Canada sells to and buys trom 120 countries. To follow Canadian import and export 
Seartle business throughout the world The Canadian Bank of Commerce established branches 
Portland, Ore. and connections abread. Part of this great banking organization is in the United 
San Francisco States. The New York agency of the Bank and its branches at San Francisco 
Londen Seattle and Portland, Ore. afford excellent facilities fot the transaction of business 
Rio de Jencire in Canada. or for that matter, wherever trade is cared on 
Havana 








Kingeton, Jamaica 





Bridgetown, Barbados 

Port of Spain, Trinidad 

Mexico City 
Correspondents 


all ower the world! 
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In advertising 
illustrates by 
branches throughout Canada, while the copy deals 
with the 


Canadian-American business carried on 
through the institution. The layout is especially 
effective. 




















































THE CANADIAN BANK 
OF COMMERCE 


Head Offce: TORONTO, CANADA 
Sim Josey Praverte, Bart, Sm Jon Amo, 
Chairmen of the Board Prendent. 
SH. LOGAN, General Menezer 


Capital Paid Up $20,000,000 Reserve $20,000,000 
Total Resources $$60,000,000 


NEW YORK AGENCY, 16 EXCHANGE PLACE 
Agent: C J Srernmmson Moaton P H Nowens 






in the United States, a Canadian bank 
means of a map the distribution of its 
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one of the points brought 
out in the copy. Brown ink 
is used with good effect on 
manila paper. 


THE recent Presidential cam- 
paign was the inspiration for 
a simple but timely folder 
issued by the Liberty Na 
tional Bank & Trust Com- 
pany, New York. On a 
four-page folder of white 
paper were printed the 
words “Hoover and Smith 
Agree,” below two circular 
cut-outs which revealed pic- 
tures of the two Pres 
dential candidates. Opening 
the folder the reader finds 
that the two agree on thrift, 
and the point is proved by a 
quotation from each, each 
in the form of a manuscript 
signed by one of the candi 
dates. On the last page of 
the folder are the words, 
“Follow the Advice of Our 
Next President by Starting 
a Thrift Account with the 
Liberty National Bank & 
Trust Company.” The bank’s 
three offices are then listed. 


THE Union Trust Company 
of Rochester, N. Y., has 
begun publication of The 
Pocketbook, a monthly mag’ 
azine, which, in the words of 
the publication itself, is all 
about “working suggestions 
along money lines.” 

The first issue—November 
—is made up of twenty-four 
pages which contain articles 
on business conditions, travel 
topics, investments, personal 
finance, family fortunes, 
parent problems, etc. There 
are also several human in’ 


tere 


cent 
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terest stories. The two-page 
center spread contains cuts 
of the eight Union Trust 
ofices with a brief paragraph 
of copy telling of the com- 
pany 's services. 

The new publication is in 
a 3 by 7 inch size with a 
brown cover printed in black 
and gold. Gold and black 
printing are used on white 
paper for the inside pages. 


THE Security Trust & Sav- 
ings Bank of Los Angeles 
has compiled and published 
in loose-leaf folder form a 
set of standard forms for 
drawing up wills and trusts. 
While intended primarily 
for use in California, some 
of them will be equally 
serviceable to trust com- 
panies in other states. 

The forms were compiled 
by two counsels under the 
direction of Louis H. Rose- 
berry, vice-president and 
manager of the trust depart- 
ment of the Security Bank. 
Many of them were selected 
from or based on documents 
tested by use and by litiga- 
tion. The folder has been 
approved by the trustees of 
the Los Angeles Bar Associa- 
tion and has been distributed 
to attorneys throughout Los 
Angeles County, while other 
attorneys are being supplied 
upon request. 


In celebrating the twenty- 
fifth anniversary of its found- 
ing, the Dayton Savings & 
Trust Co., Dayton, Ohio, 
sent to each of its customers 
a letter signed by the presi- 
dent of the institution, call- 


O.: Clients 


Enjoy the Wider Facilities in 


Counsel, Service and Resources 


Made Possible by the Friendly 


Association of ‘This Bank and 


Trust Company 


& fy 


—$ 
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The generous use of white space and the employ- 
ment of a fairly long sentence as a heading dis- 
tinguish this advertisement of a Detroit bank. 


ing attention to the anniver- 
sary and to an accompanying 
statement of condition of the 
bank in folder form. 

“From the start,” says the 
letter, in part, “our ideal has 
been to provide a banking 
service complete in all its 
branches; that is safe and 
progressive. Adherence to 
this policy has made this 
bank the strong dependable 
institution that it is today. 
We feel, however, that we 
but stand on the threshold 
of our full possibilities for 
growth and service. 

“We thank our loyal 
friends, depositors and the 
community at large, for their 
generous support that has re- 


sulted in our present finan- 
cial strength. It is our firm 
intention to continue to merit 
that support in the busy 
years that are to come.” 


THE First National Com- 
pany of Detroit has pub- 
lished a second edition in 
book form of The Origin of 
Investment Securities, an in- 
teresting historical survey by 
David McMorran. The first 
edition consisted of 2000 
copies, while 1000 made up 
the second. The book is 
well printed and has an at- 
tractive blue paper cover, on 
which a gilt rectangle makes 
a background for the titie, 
printed in blue. 
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WE standing of the National Park Bank 
as one of the most important and most 
respected financial institutions of the 
Nation is not the result of mere accident. 


tis the natural consequence of « policy 
of 


It is the reward of constant fidelity to 
the highest principles of business integrity 
and sound banking practices. 

For seventy-two years, the officers and 
directors of the National Park Bank have 
striven not alone to earn dividends for 
their stockholders, but. as well, to build 
ap institution of outstanding character. 

That policy has brought its returns. 
That policy will ever be followed. 


Our Officers Inoue ConJerences uth Business 
Executives Seeking Constructive 





A New York bank reverses the usual arrangement by 
the use of a dark background against which both black 
and white show up well. 


A REVISED edition of a book- 
let entitled “The Service of 
the Midland Bank” is con- 
servatively printed in black 
on white paper, with a gray 
cover. It includes a brief 
survey of the Midland Bank 
of London with a reproduc- 
tion of an architect’s sketch 
of the new head office; a 
map showing the  bank’s 
country-wide organization; 
and a description of the 
bank’s services to its cus- 
tomers. The bank has pub- 
lished the same booklet in 
Welsh as well as English. 


“THE Solution of a Problem 
which Troubles the Heads 
of Many Families” is given 
in an interesting booklet on 


life insurance trusts issued 
by the Foreman Trust and 
Savings Bank, Chicago. “The 
head of a family who seeks 
permanent support for his 
dependents must of neces- 
sity think in terms of income 
which will be available for 
their use after his death,” 
savs the foreword. “There 
is a plan at his disposal 
which makes it possible for 
him to realize this ambition. 
It is life insurance in trust. 
While all forms of property 
are subject to the same 
dangers of dissipation, insur- 
ance funds are particularly 
imperiled because they are 
paid in cash and the pro 
ceeds must be invested to 
become income producing.” 


The typography and make- 
up of the book are unusually 
good. The cover is of 
orange, with title and dec 
orations in black and gold. 
The interior is printed on 
white deckle-edged paper in 
black, with tint blocks of 
blue. On the double-page 
spread in the center of the 
booklet is a diagram showing 
five typical provisions from 
insurance trust agreements. 


THE Dime Savings Bank of 
Detroit uses a small, four- 
page folder to advertise the 
giving of a bank account for 
Christmas, and the new em- 
bossed, satin-lined gift box 
which that institution sup- 
plies for Christmas gift ac- 
counts. Two illustrations of 
the box are included. 


A MaP of Piccadilly, in the 
vicinity of St. James’s street, 
London, is printed in black 
on the jade green cover of a 
booklet issued by the West- 
minster Bank, Limited, Lon- 
don, describing the services 
of its new branch, at 63-65 
Piccadilly, for American 
tourists. The title of the 
booklet is “Visitors to Lon: 
don and Their Financial 
Comfort.” 

“Without a specific head- 
quarters for business, the 
smooth ease of an Ameri- 
can’s stay in London is liable 
to be jarred by precisely 
those minor incidents which, 
at the time, spell discomfort, 
irritation, or loss of precious 
time,” says the text. “A 
focus for business may not 
be strictly essential, but it 
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may be made the pivot for 
a visitor’s activities, no less 
than a home will be his 
anchor, and at such a point 
it is well to look for a com- 
bination of efficiency and 
convenience.” 

A larger and more com- 
plete map is found at the 
end of the book, following 
descriptions of the bank’s 
services to tourists. 


For the traveler, also, a 
folder of the Chase National 
Bank of New York is in- 
tended. It is printed on 
rough white paper, and on 
the front cover is reproduced 
a sketch of a woman going 
up a gangplank, followed by 
a porter with her luggage. 
Below it are the words, 
“Travel with Your Mind at 
Ease.” 

Within are listed and de- 
scribed the bank’s services to 
travelers, under the words, 
“Before you start Anticipate 
Contingencies with... .” 
The services named and de- 
scribed are travelers’ letters 
of credit, safe deposit boxes, 
trunk storage, and the trust 
department. On the back 
page are given the addresses 
of the bank’s branches, with 
the services available at each. 

Printing is in black and 
red. 


THE Union Trust Company 
of Cleveland, Ohio, meets 
the instalment sellers on 
their own ground in a gayly 
colored folder which adver- 
tises “$1000 on easy instal- 
ments for $925.60,” on one 
cover and “$500 on easy 


instalments for $468” on the 
other. 

The two inside pages, 
written in an informal, con- 
versational tone, explain the 
method by which these two 
startling purchases may be 
made. The folder is printed 
in black, with decorations in 
orange and green. 


“INSURING Your Insurance 
through a Life Insurance 
Trust” is the title of a master 
booklet issued by the Ameri- 
can Southern Trust Com- 
pany of Little Rock, Ark., 
and from which the com- 
pany has received excellent 
returns. While it covers all 
of the important points con- 
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nected with life insurance 
trusts, it is simply written 
and easily understood. Its 
typography is unusually at- 
tractive. 


THE place of the savings 
account in an investment 
program is the subject of an 
unusually interesting four- 
page folder gotten out by 
the Baltimore Trust Com- 
pany. The copy is institu- 
tional in tone, exceptionally 
well written. The name of 
the bank is mentioned no- 
where in the copy, but the 
back page is reserved for a 
list of the bank’s offices and 
a brief statement of its capi- 
tal and surplus, and re- 


An 856 Per Cent. GAIN 


in the creating of 
Life Insurance Trusts 


ORE than $270,000,000 of life insurance was 
: placed .in trust with trust companies and banks 
in 1927. This was a gain of 856% over the 








amount put in trust only four 
1923. The total life insur- 
ance in trust is now in excess 
of $750,000,000. 


These estimates are from a survey made 
by the Trust Company Division of the 
American Bankers Association, They indi- 
cate the wide and rapidly growing acceptance 
of the idea of increasing estates through life 
insurance, and of utilizing the facilities of the 
modern trust company for the administration 
of these funds in trust. 


By arranging a life insurance trust with us 
you provide for our expert imvestment care 
of your insurance proceeds; the payment of 
regular income to your beneficiaries; the pay- 
ment of sums from the principal as you may 
direct; and your family is assured of the 
personal service of our officers in financial 
matters. 

We shall be pleased to discuss your partic- 
ular requirements with you and your insur- 
ance agent, at your office or ours, 


Firma Avenve Ornice 
Fifth Ave. and 44th St. 


Maw Ornice 
140 Broadway 


years earlier —during 


41S booklet explains various plans 
pessible through an insurance trust; 
how it is created; how we handle imvest- 
ments im it; and other points of interest to 
business men, The booklet is sent ouregquest. 


Guaranty Trust Company of New York 


Maoisow Avenve Orrice 
Madison Ave. and 60th St. 


All of our services are azailable at all of our Offices 
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An intriguing caption is certain to call attention to 
this life insurance trust advertisement of a prominent 


New York trust 


company. 





THE BANKERS MAGAZINE 





pee 


Head Ofer: LONDON. EC. + 





NATIONAL INDUSTRIES: 


With Branches in every county in 
England and Wales, by its close 
assoc.ution with banking institutions 
in Scotland, France, Belgium, Switzerland, 
Italy, India, Australasia, Africa, and 
South America, and through its Agents in 
every ‘banking town in the wor! 
Lioyds Bank affords manufacturers, 
middlemen and tradesmen facilities 
for carrying through all the various 
financial operations which are involved 
in modern trading. From the key 
industries to the small shopkeeper, 
every phase of business throughout whe 
country is represented .in the books of 
Lloyds Bank, and the advantages it 
offers its customers are the achievement 
of more than half a century of organiza- 
thon and close study of the ever-changing 
conditions of business. 


LLOYDS BANK 


LIMITED. 








Head Office: LONDON, EC. 5. 


TRUSTEES and EXECUTORS: 

It is difficult to persuade friends to accept 
the responsibilities, worries and liabilities 
of Trusteeships and Executorships, and 
even when they consent there is no 
certainty that they will all be living when 
the time comes for the Will or Trust to 
be acted upon. If a Trustee dies, the 
task of filling the vacancy arises, and 
every @ intment involves expense. 
Lioyds Bank has a Trustee Department 
which has been organised to obviate 
these difficulties, and a customer's own 
Solicitors and Stockbrokers can continue 
to act in their respective capacities for 
the Trust. An additional a vantage of 
having the Bank as Trustee is that the 
whole of its resources are. security for 
the due performance of its contract, and 
thus exemption is obtained against loss 
by fraud, or through the inexperience 
or carelessness of individuals. 

Particulars can be obtained by writing to 
the Manager of the Trustee partmem, 

at 39, Threadneedle Street, or by applying 
to the Managers of any of the Branches. 


LLOYDS BANK 


IMITED. 
Head Office: LONDON, E.C. 3. 





Similarity of layout and typography are used in.this series of advertisements of one of Great 


sources. It is well gotten 
up, printed on gray paper in 
black and red.. 


THE eighty years of existence 
of the Savings Bank of South 
Australia, Adelaide, are out- 
lined in a beautifully printed 
book of some _ seventy-five 


ANY? A: un midnight 
\y et 


ae 


Drven in town—and a 


sudden need for cash. The 
increase in social and busi- 
ness activities at night called 
forth our day and night 
banking service as a natural 
accommodation to modern 
conditions. 


Resources over $50,000,000.00 


FRANKLIN TRUST 


COMPANY 


Chestnut aS ISth Street 


S2ed & Market Ste —“ $708 Germantown Ave 
Fromt & Market Sta Frankford Ave. & Paul St. 


A Philadelphia bank makes 
use of striking art work in 
the modernistic vein in this 
advertisement devoted to its 
evening banking service. 


Britain’s largest banks. 


pages published this year by 
the bank and called, “A 
Short Outline of the History 
and Development of the 
Savings Bank of S. A.” 
The book opens with the 
story of the bank’s founding 
and carries the tale of the 
bank’s progress up to the 
present time. It is illustrated 
with numerous excerpts from 
the old records—the first ad- 
vertisement, facsimile of the 
cashbook entries on the first 
day of business, samples of 
the long-hand correspondence 
carried on by the institution, 
and portraits of early officers 
and trustees. At the close 
of the book is given a fac- 
simile of the original rules 
and regulations of the bank, 
also in longhand. 


The book contains such 
data as tables showing the 
growth of the various de- 
partments since organization, 
personnel of the bank at the 
present time, and a list of 
trustees since its founding. 

It is printed on heavy 


white coated paper in black, 
with yellow tint blocks used 
with many of the cuts. It is 
bound in boards and has at: 
tractive linings of mottled 
paper in pastel shades. 


For the information of 
prospective tenants of its 
new building, the Baltimore 
Trust Company has _ pub 
lished a handsome descrip- 
tive booklet. It begins: “To 
ships entering the harbor, 
to the traveler approaching 
Baltimore by train or over 
motor boulevard, to the 
flyer breaking through the 
clouds, the new Baltimore 
Trust Building, its massive 
outlines reaching upward to 
a tower five hundred feet 
above the street level, will 
speak eloquently of Balti 
more’s spirit of progress. . 

The booklet contains 
numerous views of the build- 
ing—the entrance, entrance 
lobby, the main banking 
room, stairway from the 
banking room to the mezza- 
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nine ofices—in addition to 
a full page view of the new 
structure and several views 
of the city from the tower. 
The smaller views are re- 
produced from architect's 
drawings and are printed in 
black, with  quarter-inch 
borders of orange. On the 
front cover is a reproduction 
of a drawing of the building, 
in colors. 

A large sized booklet has 
appropriately been used and, 
with an excellent brand of 
paper, good typography and 
wide margins, an unusually 
good-looking effect has been 
obtained 


THE National City Bank of 
New York lists twenty-one 
advantages of compound in- 
terest banking in a recent 
folder. When unfolded once, 
two headings are visible, 
“Everyday Questions,” and 
“Worthwhile Answers,” each 


Points before Travelling—1 


No traveller can dispense witha passport or with 
money. Obtaining the former makes demands on time 
ana patience; the latter is @ burden of which the 
bearer may be relieved disagreeably. 
PASSPORTS: Customers who intend travel- 
ling may obtain their passports at any 
branch of the Westminster Bank on giving 
due notice. All they have to do is to fillup 
a form which may be had from the Bank, 
and the passport will be handed to them 
when ready. The fee of 7s. 6d. required by 
His Majesty's Government will be paid by 
the Bank and deducted from the account. 
Inconvenience is thus reduced to 
a minimum 


WESTMINSTER BANK 


HEAD OFFICE: 41 LOTHBUAY, LONDON, B,C.s 





with a few paragraphs of 
copy under it. Opened again, 
to its full size, the folder 
shows twenty-one questions 
and answers. “Answers to 
Your Questions—and Every 
One Means Service for You” 
says the heading on this page. 

The folder is printed on 
yellow paper, in black and a 
deeper yellow. 


AN interesting folder is 
used by the Chicago Trust 
Company to advertise its 
Christmas club. “There is 
no more excuse for an 
earning person to lack 
special Christmas funds than 
there is for a freshwater 
sailor’s dying of thirst,” the 
copy begins. The single 
paragraph is surrounded on 
three sides by drawings 
showing Christmas scenes, 
and at the top is a colored 
view of a fire-place with its 
Christmas stockings. Below 


Points before Travelling—2 


There are three ways of guarding against the ever- 
present risk of having one's money stolen from 
baggage or person. The Westminster Bank begs its 
travelling Customers to protect themselves by one, eg. 


CIRCULAR NOTES: Sometimes known as 
Travellers Cheques,these haveall the handi- 
ness of a universal bank-note, but none of 
its perils. They are safe, sensible, and may 
be cashed anywhere. Issued at £5 and £10, 
they may -be bought through any local 
branch, quickly and with no expense. A 
more detailed description is given in 
Safeguards for the Traveller, which the 
Secretary will be pleased to send to any 
who are interested. 


WESTMINSTER BANK 


HEAD OFFICE: 4) LOTHSURY, LONDON, ECs 


- 


\ 
’ 8 Complete Services ‘\ 
at 


8 Convenient Locations 


1—Commercial Banking — of every 
description. 
11—Credits —Information —Investi- 
gation. 
11] —Trusts —To fit every condition. 
IV —Securities — Safe - keeping — Cus- 
todian. 


V—Bonds—Counsel on Investments— 
Safe-keeping. 
Vi—Collection — Information — Pur- 
chase — Transfer — Drafts — 
Notes — Checks — Coupons — 
Dividends —Anywhere. 


Vul—Compound Interest —on Thrift 
Accounts. 


VIll—Foreign —Travel funds —Financ- 
ing on Exports and Imports—Ex- 
change—Credits in all parts of 
the world. 


The numerical listing of 

banking services and loca- 

tions, as well as the repeti- 

tion of figures in the head- 

ing, calls attention to this 

New York bank's advertise- 
ment. 


the text are shown the 
classes of Christmas clubs, 
with the amounts to be de- 


Points before Travelling—3 


A formof money which is not only portable and safe, 
but keeps its own books as it travels, is the tourist's 
bliss. To those who are attracted by such advantages 
the Westminster Bank recommends its Letter of Credit 


A LETTER OF CREDIT: This document is 
made out for ‘a sum chosen, and with it 
is issued a list of Agents through which 
the customer is introduced to first-class 
bankers in every town. With any of these 
he may draw cash for his immediate needs, 
the Agent entering the amount of each 
drawing on the back of the Credit. The 
holder pays for his Letter at its face 
value through any loca! branch, 
which makes no charge 


WESTMINSTER BANK 


HEAD OFFICE: 41 LOTHBURT, LONDON, E.C.e 


The series idea is carried further than usual in this British bank’s advertising, by the use of the 


same heading with only the change of a figure in each case. 


Similarity in layout and signature, 


and in size and style of illustration, are added features. 
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is Being Built 


Strategically located for supplying the needs of 
this veritable empire—the Southwest, the history 
of Dallas has been one of steady advancement. Its 
imposing buildings, beeutiful homes, marvelous 
commercial and industrial development, are a 


the older and more settled sections of 1 


The Republic Bank, with a chentel 


te 
DALLAS TEXAS 0a 








An excellent example of community advertising, 


with striking illustration, 


is this of a Dallas, 


Texas, bank. 


posited each week, and the 
totals for fifty weeks. 

When folded, one cover 
shows an attractive colored 
scene of the first Christmas, 
with an accompanying verse; 
on the other is an excerpt 
from Dickens’ Christmas 
Carol. 


AN unusual folder serves as 
an announcement of the 
new building being con- 
structed by the Baltimore 
Trust Company. When un- 
folded there appears a large 
drawing of the new struc- 
ture. In addition, the folder 
contains a list of the bank’s 
directors and branches. The 
copy reads: 


“The new _ Baltimore 
Trust Company building, 
its rugged outlines towering 
against the sky, will stand 
as an evidence of faith in 
a great city—a community 
rapidly approaching a mil- 
lion inhabitants—a_ city 
reaching out toward fresh 
business and_ industrial 
achievements. 

“In its broad expanse and 
lofty height, the building 
will symbolize the con- 
fidence which officers and 
directors of this company 
have in the Baltimore of to- 
morrow. 

“But it will stand, even 
more, aS a monument to 
the thousands whose thrift, 


industry and confidence in 
the Baltimore Trust Com- 
pany have made possible 
our attainment of an ideal 
—to build an edifice that 
will truly reflect the en 
terprise and spirit of Balti. 
more.” 


THE Union Trust Com 
pany of Chicago has pub 
lished a large, impressive 
looking booklet for dis 
tribution to insurance com: 
panies and their representa- 
tives, explaining the com 
pany’s plans for co-operat: 
ing with the insurance fra- 
ternity during the coming 
year. 

The plans are outlined in 
a statement by Harry A. 
Wheeler, president of the 
Union Trust, as including 
aggressive newspaper adver: 
tising and direct-mail. The 
remainder of the booklet 
displays samples of the ad- 
vertising planned. A num- 
ber of newspaper advertise 
ments are reproduced and, 
at the back of the book, in 
an envelope attached for 
the purpose, is a sample 
booklet for direct-mail use 
which explains the advan: 
tages of the insurance trust 
plan. 

A large drawing of the 
Union Trust building and 
a description of the bank’s 
reputation and qualities fill 
two pages of the booklet. 

Excellent paper and print 
ing, and good make-up, as 
well as the large size of 
the folder, serve to create 
confidence in the informa’ 
tion contained therein. 











© of the many surprising te JNION TRUSTa 


vistas in the largest single CLEVELAND 
banking room in the world — Resources over $300,000,000 





ORGANIZED 1890 


THE STATE BANK AND TRUST COMPANY 


HAROLD C. RICHARD, President 
17 OFFICES IN GREATER NEW YORK 


Member of the New York Clearing House Association 


Condensed Statement as of the Close of Business, Dec. 31st, 1928 
Resources 


Loans and Discounts ‘ , . $ 87,955,409.54 
U.S. and Municipal Bonds ; ; 5,187,361.41 
Short Term Securities ; F ‘ 5,323, 163.16 
Bond and Other Securities : , 5,160,921.93 
Banking Houses . ; y ‘ ; 2,602,956.11 
Cash and Exchanges . ; ‘ . 15,609,031.21 
Customers’ Liability, Account of Ac- 
ceptances, etc. , ; ; 3,334,955.99 
$125,173,799.35 
Liabilities 
Capital Stock ; ; ; ‘ . $ 5,000,000.00 
Surplus , : , : : 5,000,000.00 
Undivided Profits ‘ ; ‘ 1,772,730.06 
Reserve for Taxes and Centieaiosins. 195,810.55 
Quarterly Dividend ine a 
2nd, 1929. 200,000.00 
Due Depositors . ‘ .  109,162,944.39 
Bills Payable and Retiswnm ‘ ‘ None 
Acceptances, Letters of Credit, etc. . 3,842,314.35 


$125,173,799.35 


A Comparison of Progress 
Year Ending Capital, Surplus and 
December 31st. Undivided Profits Deposits 
1918 $2,439,412.07 $40,362,000.00 
1928 11,772,730.06 109, 162,900.00 


More Than 147,000 Individual Depositors 
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BANKING OPINION ON BUSINESS 


N the general business situation 
l there is ample evidence to support 

the expectation of continued pros- 
perity,” says the November 26 issue of 
the Guaranty Survey, published by the 
Guaranty Trust Company of New 
York. 

“This evidence is not found in the 
mere fact of great industrial acitivity; 
for such a condition, while it certainly 
implies a large volume of aggregate 
purchasing power, may only be con- 
tributing to an unsound position in 
commodity markets, if the purchasing 
power is flowing into the wrong 
channels. The significant fact is that 
the high wage scales and the widely 
distributed income of the last few 
years apparently continue to operate 
as strongly -as ever, so that active in- 
dustrial operations are balanced by a 
ready movement of goods into the 
hands of consumers. The situation has 
been improved by further agricultural 
recovery, by a stronger position in cer- 
tain industries that have been facing 
special difficulties, by a decline in un- 
employment, and by a continuance of 
economic progress in foreign countries. 

“There remain a few factors that 
are frequently mentioned as_ possible 
sources of disturbance. The situation 
cannot be considered perfectly balanced 
as long as such important industries as 
coal, textiles, shipping, petroleum, and 
others are seriously embarrassed. There 
is still room for great improvement in 
agriculture. The swift mechanical and 
industrial progress of recent years has 
necessitated re-adjustments which are 
still under way, and which entail stag- 
nation in some lines and swift compe- 
tition in many more.” 


NEW ENGLAND IMPROVEMENT 


For the first time in several months, 
improvement has been reported in con- 


ditions in New England. The Decem- 
ber 1 review of the Federal Reserve 
Bank of Boston reports that “a distinct 
improvement in New England indus- 
trial conditions between September and 
October raised the general level of 
activity in the latter month to the 
highest point of the current year. 
Despite the relatively unfavorable posi- 
tion of the textile industry, general 
business conditions in this district dur- 
ing the first ten months of 1928 were 
less than one-half of 1 per cent. below 
the cumulative activity of the first ten 
months of 1927. oo 

“In October the conditions in the 
textile industry of New England were 
more favorable than at any time dur- 
ing recent months. The daily average 
consumption of raw cotton in October, 
although considerably less than during 
the corresponding month a year ago, 
was in the greatest volume since last 
March. The consumption of raw wool, 
on the other hand, although less than 
during September, was greater than 
that of October a year ago. Substantial 
increases have occurred in the quantity 
of electric power produced during re- 
cent months in New England. Activity 
in the boot and shoe industry during 
1928, nearly every month, has been 
greater month by month than in the 
corresponding periods a year ago... . 
The total volume of building contracts 
awarded in New England in October 
was larger than in the corresponding 
month a year ago, but declined from 
the September amount. . . . In October 
the number of commercial failures in- 
creased 17.3 per cent. over the number 
during October, 1927, and the total lia- 
bilities during this period increased 35.2 
per cent. Industrial employment in this 
district improved in October. Depart- 
ment store sales in New England in- 
creased in October, but the cumulative 
sales during the period January-Octo- 
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ber, 1928, inclusive, were 1.8 per cent. 
less than those of the first ten months 
of 1927.” 


IN THE MIDDLE WEST 


While improvements were being 
shown in New England business con- 
ditions, production and distribution of 
goods in the Seventh Federal Reserve 
district were also at a higher level than 
a year ago, according to report of the 
Federal Reserve Bank of Chicago. All 
lines of activity, with a few exceptions, 
showed gains. 

“Reports to this bank,” says the 
Federal Reserve bulletin, “reflect an 
increase over September in department 
store trade; average business per 
chain store; the demand for lumber; 
wholesale distribution of groceries; 


shoes, drugs, hardware and electrical 
supplies; factory shipments of furni- 
ture, stoves, castings and steel; and in 
the sale of leather. Decreases from the 
preceding month were shown in the 


retail distribution of automobiles, fur- 
niture and shoes; factory shipments of 
agricultural machinery, flour, cement, 
and dairy products; wholesale distribu- 
tion of automobiles and dry goods; and 
the total value of sales of packing- 
house products. 

“The production of steel, castings, 
furniture, shoes, flour, agricultural 
machinery, and packing-house products 
increased in October over the preceding 
month, while the manufacture of auto- 
mobiles, dairy products, cement and 
leather declined. Building contracts 
awarded were in excess of September 
but below last year. November 1 crop 
estimates reflect a favorable outlook 
for agriculture.” 

CONDITIONS IN EIGHTH DISTRICT 

Steady improvement in business is 
also reported in the Eighth Federal Re- 
serve District by the Federal Reserve 
Bank of St. Louis. “Production and 
distribution of merchandise was on a 
large scale, and while both wholesalers 
and retailers are still buying conserva- 
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tively, they are covering their full 
requirements, and in the case of a num- 
ber of important lines, ordering for 
future delivery was somewhat freer 
than heretofore. .. . 

“Increases over the corresponding 
period last year were recorded in sales 
of groceries, hardware, drugs and 
chemicals, furniture, packing products, 
millinery and confectionery. The high 
temperatures, however, adversely af- 
fected sales of clothing, dry goods and 
men’s hats, in which lines the volume 
of sales fell below that of a year 
a 
“Of the several branches of industry, 
the iron and steel division showed rela- 
tively the greatest activity. Mills, 
foundries and machine shops . . . added 
to their working forces and shipments 
of raw materials were on a larger scale 
than at any time this year. Manufac- 
turers of stoves, farm implements, en- 
gines and some other specialties re- 
ported sales well in excess of a year 
ago. Taken as a whole, the employ- 
ment situation developed further slight 
improvement, with conditions in the 
principal manufacturing centers de- 
scribed as satisfactory.” 


PACIFIC-SOUTHWEST 


“General business in the Pacific 
Southwest territory during October was 
marked by a strong seasonal increase 
in trade and industry and a virtual 
completion of the 1928 harvest period,” 
says the summary of the Los Angeles- 
First National Trust & Savings Bank. 
Commercial and industrial operations 
have shown a healthy expansion with 
the coming of the fall months, and 
together with a sound credit situation, 
give promise of a large volume of 
business for the ‘last quarter of the 
year . 

“Mercantile operations were well 
maintained at levels somewhat above 
the summer months and approximating 
those of a year ago. Sales of new 
automobiles continued large, although 
the September total was moderately 
below the high point of August. Los 
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Angeles postal receipts for October 
were one-fifth greater than a month 
previous. The volume of harbor com- 
merce, particularly in foreign trade, re- 
mained highly satisfactory. 

“Industrial consumption of power is 
running well ahead of 1927, indicating 
a large output of goods. Oil well 
supply and automobile tire plants are 
especially busy. Petroleum refining 
has remained steady. Real estate ac- 
tivity, according to documents filed in 
Los Angeles County, showed a sub- 
stantial recovery in line with the usual 
course at this season of the year. 


THIRTY-ONE BANKS 
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Building permits, on the other hand, 
declined to lower levels, with an in- 
creasing proportion of small structures. 

“Weather conditions have been al- 
most ideal for late harvest operations. 
October marked the close of the most 
profitable citrus fruit season on record. 
Marketing of a promising new crop is 
just beginning. Shipping of grapes and 
threshing of beans is largely completed 
and harvesting of cotton and walnuts 
is well advanced. With the exception 
of grapes and raisins, the market on 


all of these products have been favor- 
able.” 


FORM INVESTMENT 


TRUST 


Detroit, and the Shawmut Cor- 
poration, of Boston, in association 
with thirty-one banks and affiliated cor- 
porations, have launched a “financial 
management company organized under 


[0 Guardian Detroit Company, 


the laws of New York, to form and 
adminster investment trusts’”’ under the 


name of the National Investors Cor- 
poration. It is said that the capital 
will be $4,000,000. 

Thirty-one cities and seventeen states 
are represented in the group. 

Analysis of the underlying plan of 
this company indicates that in a meas- 
ure it adapts to the investment trust 
idea the “parent” management prin’ 
ciples developed in “super-power” and 
public utilities fields. 

Immediately following the announce- 
ment of the National Investors Corpora- 
tion, as parent company, its officers 
launched its first creation, the Second 
National Investors Corporation, with 
100,000 shares of preferred and 1750,- 
000 shares of common stock authorized. 
Stock of the parent company is fully 
subscribed by the thirty-one banks. 
Shares in the subordinate companies 
are to be partly held by the parent 
company and partly offered to the 
public. 

While the conception of the parent 


organization and its scions is sufficiently 
novel to attract special notice, the fea- 
ture of the National Investors Corpora- 
tion which has gained it most atten- 
tion, is the announcement of its man- 
agement personnel, which is largely 
made up of bankers. 

The directorate includes Henry E. 
Bodman, chairman of the Guardian 
Trust Company of Detroit; Walter S. 
Bucklin, president of the National 
Shawmut Bank of Boston; S. Sloan 
Colt, vice-president of the Farmers 
Loan & Trust Company of New York; 
John C. Grier, Jr., president of the 
Guardian Detroit Company; Robert O. 
Lord, president of the Guardian De- 
troit Bank; Walter S. McLucas, chair- 
man of the Commerce Trust Com- 
pany of Kansas City; George Mur- 
nane, of Lee, Higginson & Co. of New 
York; Warren M. Persons, Boston 
economist; Fred Y. Presley, formerly 
general manager of the committee on 
Economic Research of Harvard Uni- 
versity; Sidney W. Souers, vice-presi- 
dent of the Canal Bank & Trust Com- 
pany of New Orleans; Frederick M. 
Thayer, vice-president of the Shawmut 
Corporation of Boston. 

On the executive committee are Mr. 
Colt, Mr. Grier, Mr. Lord and Mr. 
Murnane. Fred Y. Presley is presi- 
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dent, Warren M. Persons secretary 
and treasurer. Cotton & Franklin of 
New York City are announced as 
counsel. 

Under the plan of operation of the 
National Investors Corporation, the 
parent company sponsored by the 
Guardian and Shawmut and financed 
by the twenty-nine other banking or- 
ganizations which have joined the idea, 
will underwrite a series of investment 
trusts or securities holding corporations, 
participation in which will be offered 
to the public through the investment 
afhliates and investment departments of 
these and other banks. 

The nature of these scion trusts is 
indicated in the first announcement of 
the Second National Investors Cor- 
poration stock issued in units of two 
common and one $5 convertible no 
par value preferred at $100 per unit. 
The parent company participates by 
the purchase of 100,000 shares of com- 
mon for $1,000,000 in the initial issue 
and offers the remaining 100,000 
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shares of preferred and 200,000 shares 
of common to the public in one and 
two units, making an immediate cap- 
ital resource of $11,000,000. Treasury 
stock to the authorized total of 450, 
000 shares is subject to the option of 
200,000 shares by the parent company 
before 1944 at $25 per share. 

Investment policy of the company is 
that the board of directors will man- 
age the funds without limitations or 
restrictions and furnish to stockholders 
an annual report. This board is iden- 
tical with the board of the parent com- 
pany which, for its management serv- 
ices, assumes all management expenses 
for an annual fee not to exceed three- 
quarters of 1 per cent. of the average 
value of the funds of the scion com- 
pany. 

Placing the National Investors Cor- 
poration plan before the public is the 
result of a long study of the idea of 
developing the popularity of the in- 
vestment trust to banking needs by 
bankers, it is reported. 


RESEARCH PRODUCES NEW CHECK PAPER 


the United States Government in 

developing a special paper for use 
solely in the printing of bank notes, 
the Todd Company, of Rochester, N. 
Y., in co-operation with one of the 
country’s largest paper manufacturers, 
has developed an entirely new type of 
paper to be used exclusively in the 
printing of checks. 

A prominent part in the develop- 
ment of the paper was played by 
Burgess Smith, who, as inspector of 
technical work for the United States 
Bureau of Engraving & Printing, was 
one of the Government's leading ex- 
perts on anti-counterfeiting measures. 
Mr. Smith is now director of the re- 
search activities conducted by the Todd 
Company in providing business and the 
general public with effective safeguards 
against the depredations of the check 
criminal. 


Prise tice the example set by 


With a view to obtaining a report 
from a disinterested source, the paper 
was submitted to an independent test- 
ing laboratory for tests of its folding, 
tearing and bursting strength. The re- 
port shows that the resistance to 
cracking after repeated folding is 
428 per cent. above the average of five 
of the best grades of paper commonly 
used for checks. The tearing strength 
exceeds the average by 23 per cent. 
The bursting strength after folding is 
25 per cent. above the average. 

The paper was also subjected to the 
effects of acid fumes, intense light, 
varying temperatures and varying de- 
grees of humidity. Mr. Smith states 
that its life is practically indefinite, and 
that if subjected to further laboratory 
tests at the end of a seven year period 
it would show no appreciable deterior- 
ation. The ordinary sulphite paper 
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will show definite deterioration at the 
end of a. year. 

The long life of the paper and its 
resistance to wear and tear either by 
folding or handling—both fundamental 
requirements which must be met by 
any thoroughly _ satisfactory check 
paper—are explained by Mr. Smith as 
being due to the unusually long fibre 
and to the fact that only about one- 
fourth of the sizing ordinarily used is 
employed. Generally speaking, the 
strength of paper is in direct proportion 
to the length of the fibre, and in in- 
verse proportion to the amount of 
sizing. 

One of the secrets of the manufac’ 
turing process is the means by which 
a good writing surface is secured with 
so little sizing. Writing ink sinks into 
the paper without spreading laterally. 
The green ink widely used by banks 
has given manufacturers of check 
papers much concern because of its 
tendency to spread on the best papers. 
The new paper takes this ink as well 
as any other. 

A third important requirement is 
met by the new paper in that its use 
lessens the chance of loss due to al- 
teration after the check leaves the 
drawer’s hands. The long fibre makes 
erasure difficult and the accomplish- 
ment of the erasure even more difficult 
to hide. In tinting the paper, a sensi- 
tive dye and distinctive design are 





Learn a Foreign 
Language 
French, Spanish, Italian, 
German, etc. 


Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 
guage in a few months. We invite 
you to take a Free Trial Lesson. 
Day and Evening Classes and In- 
dividual Instruction. Catalogue on 
request. 


BERLIT7 


SCHOOL OF 


LANGUAGES 


Est. 50 years 336 Branches 


New York—30 W 34th St., Tel. Pennsylvania 1188 
Brookly n—218 Livingston St., Tel. Triangle 1946 





If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 








employed as further assurance against 
erasure. 

Back of the successful production of 
the paper, according to Mr. Smith, lie 
four years of research and experimental 
work, and the expenditure of nearly 
two million dollars. 





STATEMENT OF CONDITION 
At the close of business, December 31, 1928 


ASSETS 


Loans and Discounts . . . . . « « « $163,953,249.27 
U.S. Bonds and Certificates . r 7,716,269.99 
Other Bonds and Investments. -  14,341,556.36 
Aoceptances . 2. sss + ‘ 19,854,368.34 
Cash and Due from Banks. . -  81,881,833.10 
ties Aasete 2 tie 6 ° 1,668,207.47 


$289,415,484.53 


LIABILITIES 


Capital Stock. . . . ~-  $6,000,000.00 
Surplus . « « « « e — 19,000,000.00 
Undividea Profits ... 1,294,212.40 $26,294,212.40 
Reserved for Dividend . . ....-. 240,000.00 
Reserved: Taxes, Interest,etc.. . . . « 926,478.18 
Ceuta ns GS ee eS 345,997.50 
Acceptances . 2... 42 2 6 @ © 6 |=62U815,685.15 
Acceptances of Other Banks Sold With 

Our Endorsement ..... + ©  15,152,550.54 
Bille Payable . .~« s+ sececeec « EOC 
Cther Liabilities . eS Oe ee 2,043,626.32 
Deposits: 

Individuals . . . «~ $145,711,878.30 

Banks . . . « « «  63,185,058.14 208,896,936.44 


$289,415,484.53 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


FOUNDED 1824 





FIRSTi NATIONAL AND UNION TRUST OF 
CHICAGO TO CONSOLIDATE 


BANK which will rank ninth 
among the banking institutions of 


the United States in total de- 
posits will be formed as a result of the 
consolidation of two well known Chi- 
cago banks, the First National Bank of 
Chicago, and the Union Trust Com- 
pany, under the name of the former. 
The consolidation has been announced 
by the officers, subject to the approval 
of the directors and stockholders. 
Growth of the industry and trade of 
the Central and Mississippi Valley 
states and its rapid integration into 
larger units of control and operation 
has brought a demand for financial 
services on an ever larger scale. This 
is assigned as the main reason for the 
merger, but in addition it is designed 
to effect economies and to open up 


FRANK O. WETMORE 


Who will be co-chairmen of the consolidated bank. 


possibilities of enhanced financial eff- 
ciency. 

The general plan is announced by 
the senior officers of the two banks as 
follows: 

“In order to more nearly equalize 
the respective book values of the First 
National Bank and the Union Trust 
Company, the First National Bank 
will, prior to the consolidation, increase 
its stock by the issuance of a 331/3 
per cent. stock dividend to its present 
stockholders, thus increasing the capital 
of the First National Bank from $15,- 
000,000 to $20,000,000. Thereupon the 
commercial banking business of the 
Union Trust Company will be con- 
solidated with that of the First Nation- 
al Bank of Chicago, which bank will 
issue $4,000,000 of stock in exchange 


F. H. Rawson 


1 Mr. Wetmore is chairman of 
the board of the First National Bank and Mr. Rawson chairman of the Union 
Trust Company. 
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for the total outstanding capital of the 
Union Trust Company, of like amount. 

“After the Union Trust Company 
stockholders have become the _ holders 
of $4,000,000 of stocks in the First 
National Bank the latter will issue to 
all its then stockholders $1,000,000 of 
new stock to be sold at $600 a share 


Harry A. WHEELER 


President of the Union Trust Com- 
pany, who will be vice-chairman of 
the board of the enlarged bank. 


pro rata according to their holdings. 
The premium on the $1,000,000 of 
stock thus sold, amounting to $5,000,- 
000, will be used to increase the ‘capi- 
tal of the First Chicago Corporation, 
which has full legal power to buy, sell 
and hold securities of all kinds. 

‘It is contemplated that the name of 
the First Trust and Savings Bank will 
be changed to the First Union Trust 
and Savings Bank, or a name similar 
thereto. It will, under state charter, 
continue the trust, savings, bond and 
real estate loan business now conducted 
by the Union Trust Company and the 
First Trust and Savings Bank and be 
the legal successor to both these banks. 
The stock of the First Union Trust 
and Savings Bank together with the 


stock of the First Chicago Corporation 
will continue to be held for the bene- 
fit of the stockholders of the First 
National Bank, including, of course, 
those stockholders of the Union Trust 
Company who become stockholders of 
the First National Bank as a result of 
the consolidation. The commercial 
banking business of all three banks will 
be conducted by the enlarged First 
National Bank of Chicago operating 
under a Federal charter. 

“After the proposed consolidation is 
effected, senior officers will recommend 
that the initial dividend on the in- 
creased stock of the First National 
Bank be at the rate of $18 per share 
a year, including therein any dividends 
distributed in respect to the stock of 
the First Union Trust and Savings 
Bank or the First Chicago Corporation. 

“All the directors of the present 
Union Trust Company will be elected 
directors of the First National Bank of 
Chicago. 

“F. O. Wetmore and F. H. Rawson 
will be co-chairmen of the consolidated 
bank. This double chairmanship is 
believed to be unique in banking his- 
tory, although it is a type of executive 
leadership known in affairs of state and 
in other corporate institutions. H. A. 
Wheeler will be vice-chairman; M. A. 
Traylor, president. C. B. Hazlewood, 
president of the American Bankers 
Association and vice-president of the 
Union Trust Company, and B. G. 
McCloud, vice-president, will be elected 
vice-presidents of the First National 
Bank. These officers, together with 
Edward E. Brown and John P. Oleson, 
vice-presidents of the First National, 
will complete the general staff. C. R. 
Holden, vice-president and _ general 
counsel of the Union Trust Company, 
will’ become vice-president of both the 
First National and the First Union 
Trust and Savings Bank. All other 
Union Trust Company officers will be 
placed in similar positions in the con- 
solidated bank to those they now hold, 
with proper titles. 

“This consolidation, resulting in a 
larger capitalization, will enable the 
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consolidated bank to benefit greatly all 
its customers and clients through not 
only the increased loaning power, but 
the increased facilities in every other 
way. They will continue to do their 
business with the same officers they 
have heretofore come in contact with, 
and in addition will be brought into 
touch with many other officers of the 
consolidated bank so that each and 
every customer will not only maintain 
his old contacts but will have other 
valuable ones added thereto. 

“The Union Trust Company will 
give up its present banking office which 
will be disposed of at the earliest favor- 
able opportunity.” 

Combination of the last published 
statements of all three. of the institu- 
tions affected by the present merger 
gives an indication of the business and 
resources with which the new bank 
begins its work. 

As of October 3, 1928, the total 
deposits were $491,027,141, an aggre- 
gate exceeded by only two American 
banks outside of New York City and 
by six in New York. Total assets as 
of October 3 were $584,935,808. The 
combined loans and discounts of the 
institutions amounted to $396,161,432. 
They held $30,314,294 of United 
States securities and $42,497,790 of 
other bonds and securities. Cash and 
money due from banks aggregated 
$100,043,531. The buildings, lease- 
holds and vaults were carried at 
$9,552,359. Customers’ liability on 
letters of credit and acceptance 
amounted to $5,488,324, other assets 
$878,075. In the liabilities of $584,- 
935,808 were included capital, surplus 
and undivided profits of $69,498,729. 

Both the First National Bank and 
the Union Trust Company have his- 
tories rooted far back in the life of 
Chicago as a city and a financial center. 


HISTORY OF FIRST NATIONAL 


The First National Bank of Chicago 
was organized immediately after the 
passage of the National Bank Act and 
opened for business July 1, 1863, hav- 
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ing received charter number eight from 
the Comptroller of the Currency. The 
initial capital of the bank was fixed at 
$250,000 and its first statement, pub- 
lished September 30, 1863, showed 
deposits of $273,089. 

The bank was originally located at 
the southwest corner of Clark and 


MEtvin A. TRAYLOR 
President of the First National Bank 
of Chicago, who will remain as presi- 
dent of the consolidated institution. 


Lake streets, but the success and rapid 
growth which attended its early history 


necessitated larger quarters and in 
1868 it occupied a new building at the 
southwest corner of State and Wash- 
ington streets. This building was 
erected as fire-proof, but could not 
withstand the great fire of 1871, though 
the vaults and their contents were un- 
harmed. The building was restored 
after the fire and for many years was 
spoken of as a rare architectural work. 

Despite the fire and the depression 
of 1873 the bank continued to grow, 
its balance sheet on November 1 of 
that year showing loans in excess of 
three million, capital of one million and 
deposits of nearly $3,500,000. 
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In 1882 the bank occupied its then 
new building at the northwest corner 
of Dearborn and Monroe - streets, 
which has been its location continuous- 
ly since. This year extensive altera- 
tions and additions were completed, 
giving the bank an office building with 
entrances from Clark street on which 
it has an extended frontage. The capi- 
tal of the bank was increased-in 1882 
to $3,000,000 and in 1900 to $5,000,- 
000. Two years later it was made 





CRAIG 


B. HAzLEwoop 

Vice-president of the Union Trust 

Company and president of the Ameri- 

can Bankers Association, who will be- 

come a vice-president of the First 

National Bank on the completion of 
the consolidation. 


$8,000,000: in 1910 $10,000,000; 1920 
$12,500,000 and in 1926 $15,000,000. 

Prior to the present consolidation 
there have been two banks merged 
with the First National Bank—the 
Union National in 1900 and the Met- 
ropolitan National in 1902. In 1903 
the First Trust and Savings Bank was 
organized under the direction of First 
National interests. The growth of the 
First National Bank has been reflected 
in the First Trust and Savings Bank, 
the latter's capital having been in- 
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creased from the original $1,000,000 to 
$7,500,000. The stock of both banks 
is owned by the same stockholders, 
and both are governed by the same 
board of directors. 

In 1905 there was put into effect an 
oficial organization, then unique in 
banking. The divisional organization 
classified customers according to the 
line of business in which they were 
engaged. Each division is under the 
direction of two vice-presidents who 
are specialists in the conditions, trends 
and credits of business allocated to 
them. There are seven divisions and 
one major department, the foreign 
banking. The First Trust and Savings 
Bank has four principal departments: 
the banking, which includes savings, 
the bond, the trust, and the real es 
tate loan. 

During its entire history of sixty- 
five years the First National has had 
but six presidents. The first, Edmund 
Aiken, who had been a private banker 
prior to the passage of the National 
Bank Act, served until his death in 
1867. He was succeeded by Samuel 
M. Nickerson, who was chief executive 
from 1867 to 1891, and again from 
1897 to 1900. The period intervening 
marked the administration of Lyman J. 
Gage, who resigned to become Secretary 
of the Treasury. James B. Forgan 
was elected president in 1900 and 
served until 1916, assuming the po- 
sition of chairman of the board, which 
he occupied until his death. Frank O. 
Wetmore succeeded Mr. Forgan both 
as president and chairman assuming the 
latter in 1925 when Melvin A. Tray- 
lor was elected president of both banks, 
which positions he occupies. 

Men prominently identified with the 
building of Chicago have always been 
numbered among the directors of the 
bank. Among them was Samuel W. 
Allerton, who was a member of the 
first board and served for more than 
fifty years. 


UNION TRUST COMPANY 


The Union Trust Company was 
chartered by special act of the Illinois 
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Legislature. In 1869 the bank began 
a phase of uninterrupted progress 
when Stephen W. Rawson acquired 
control. Mr. Rawson on acquiring the 
Union Trust Company charter organ- 
ized a bank with $125,000 of capital. 
His active career continued until 1898 
and he retained the title of president 
until the end of 1904. 

At the time of the Chicago fire the 
Union Trust Company had acquired 
$350,000 in deposits and was in a 
flourishing condition. The bank was 
then located on the present site of the 
Boston Store. Two safes of the bank 
went through the great fire and the 
books, though charred, were easily 
legible. A peculiar violet ink pur- 
chased by Mr. Rawson from a peddler, 
patronized for sentimental reasons and 
a desire to help the man along, stood 
out so clearly on the charred pages 
that not a line of the bank’s record 
was lost. 


In December, 1871, the bank was 


moved to 37 West Madison street and 
later to its new building at the north- 
west corner of Madison and Clark, 
four stories in height and with an im- 


posing stone front. In 1878 the bank 
removed to its original site on the 
northeast corner of Madison and Dear- 
born. 

In 1902 it moved across the street 
to its present location. In 1901 Fred- 
erick H. Rawson became vice-president, 
in 1905 president, and in 1924 chair- 
man of the board of directors. 

Harry A. Wheeler was elected presi- 
dent in 1924. In 1869 the Union 
Trust Company began the business of 
making real estate mortgage loans on 
Chicago property. The first customer 
for these mortgages was James Longley, 
well known Boston capitalist, who in- 
vested ultimately $20,000,000 in Chi- 
cago property, and was undoubtedly 
influential in the direction of a great 
flow of Eastern capital to Chicago in 
its earlier periods of development, be- 
fore capital accumulation had become 


well established in the West. 


EXECUTIVE HEADS 


Frederick H. Rawson, co-chairman of 
the consolidated institution, was born 
in Chicago, May 30, 1872, and has 
been prominently identified with the 
civic, cultural and business life of the 
city since early manhood. He began 
as an entry clerk for the Union Trust 
Company and advanced through all 
phases of the business to the head of 
that institution. The range of his in- 
terests is indicated by directorships in 
various organizations, which include 
the Miehle Printing Press and Manu- 
facturing Company, the Burlington, 
and Baltimore and Ohio Railroads. He 
is a director of the Field Museum, 
Chicago Surface Lines and the Home 
for the Incurables. 

Frank O. Wetmore, the other co- 
chairman, was born in Kalamazoo, 
Mich., November 12, 1867, and has 
been with the First National Bank 
since 1886, serving as chairman of the 
board since 1925. Among his direc- 
torships are places on the boards of 
the Chicago Surface Lines, the Allis- 
Chalmers Company, the Chicago Title 
and Trust Company and the Equitable 
Life Assurance Society of the United 
States. An indication of Mr. Wet- 
more’s wide philanthropic and civic 
activities is afforded by his work as 
chairman of the finance committee of 
the Chicago Chapter of the American 
Red Cross. He is a trustee of the 
endowment fund of the Art Institute. 

Harry A. Wheeler, vice-chairman of 
the board of the consolidated bank, 
was born in Brooklyn, N. Y., May 26, 
1866. He served as district manager, 
vice-president and president of the 
Credit Clearing House of Chicago and 
became a vice-president of the Union 
Trust Company in 1910. He has been 
president since 1924. He has served 
as president of the Chicago Association 
of Commerce and first president of the 
Chamber of Commerce of the United 
States, chairman of the Chicago Public 
Library Commission and a member of 
the executive board of the Chicago 
Plan Commission. Mr. Wheeler de- 
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The 
American 
Founders 
Group 


consists of four in- 
vestment companies 
of the general man- 
agement type and 


American Founders 
CORPORATION 


BUSINESS ESTABLISHED 1922 


50 Pine Street, New York 





clined appointment to the Federal Re- 
serve Board in 1914 but has acted for 
the United States Government on many 
important bodies appointed to solve 
domestic and international questions. 
He is a trustee of Northwestern Uni- 


versity, Garrett Biblical Institute and 
of Vassar College. 

Melvin A. Traylor, who will be 
president of both the corporate 
branches of the consolidated banking 
institution, was born in Breeding, Ky., 
October 21, 1878. He went to Texas 
in 1898 and was admitted to the bar 
in 1901. After serving as assistant 
county attorney of Hill County, Texas, 
Mr. Traylor became cashier of the 
Bank of Malone, Texas, in 1905-07. 
After service with several institutions 
concerned closely with the financing of 
basic crops of the country, Mr. Traylor 
went to Chicago as vice-president of 
the Live Stock Exchange National Bank 
of Chicago in 1914. He was elected 
president of the First Trust and Sav- 
ings Bank January 1, 1919; and presi- 
dent of the First National Bank, 
January 13, 1925. Mr. Traylor is a 
former president of the American 
Bankers Association, president of the 
United States Golf Association and 
president of the Shedd Aquarium So- 
ciety. Mr. Traylor is a trustee of 
Northwestern University, of the New- 
berry Library, of Berea College, Berea, 
Ky. He is a director of the First 
National Bank of Chicago, First Trust 
and Savings Bank, U. S. Gypsum Com- 
pany, Fairbanks, Morse & Company, 
General Electric Company, National 
Broadcasting Company. 





YEAR FEATURED IN ENGLISH BANKING BY 
CURRENCY AND BANK NOTES ACT 


By FREDERICK HYDE 


The following article is a portion of the inaugural address delivered before the 


Institute of Bankers, London, by its new president. 


Mr. Hyde is also joint man- 


aging director of the Midland Bank, Ltd., London. 


HE year 1928 will be a mem- 
orable one in the history of En- 
glish banking as the year of the 
Currency and Bank Notes Act. This 
act is modeled strictly on the lines 
recommended in 1918 in the report of 
the Cunliffe Committee, whicn in- 
cluded a recommendation that another 
inquiry should be made after a period 
of not more than ten years. That 
period, which has now elapsed, has been 
an eventful one. Immediately follow- 
ing the termination of hostilities we ex- 
perienced a boom in trade of a magni- 
tude which was entirely unforeseen, 


and this was soon followed by a trade 
depression which, I believe, is without a 
parallel in the history of the country. 
Unemployment has been severe and 
continuous and has afforded much food 
for thought to the best brains the 


country possesses. It has been held by 
some experts that there is a close con- 
nection between unemployment and 
our currency and credit systems, and 
a re-examination of the proposals of 
the Cunliffe Committee, as recom- 
mended by themselves, would at all 
events have afforded an opportunity 
of sifting the arguments on which this 
opinion is based, with the possibility 
of arriving at a definite conclusion. 
The government, however, has decided 
that an inquiry would serve no useful 
purpose, and the new act will come 
into Operation soon. 

Bankers will watch with keen in- 
terest the working of the act under the 
changed conditions, and will be able to 
form an opinion as to whether the sys- 
tem which throws the whole weight of 
yold| movements, probably of much 
<reater magnitude than formerly, onto 


a relatively small proportion of the 
stock of gold held by the Bank of En- 
gland, is the one best suited to the 
country’s needs. Under our present 
system, which is continued by the new 
act, the gold which can be withdrawn 
for export is that represented by the 
notes in reserve amounting to about 
fifty millions, the balance of about one 
hundred and fifteen millions, or much 
the larger part, being held as cover for 
notes in circulation. This latter part 
of the gold can be drawn upon only in 
the event of an abnormal contraction 
in the circulation, and the conditions 
which would make such a contraction 
possible would at the same time tend 
to turn the foreign exchanges in our 
favor and so render an export of gold 
unprofitable. It is, therefore, worth 
while considering whether it is wise to 
lock up the major portion of our gold 
to meet an emergency which in practice 
would not occur, and, in doing sv, 
suffer the inconvenience of the unduly 
high rates that might have to be en- 
forced to keep the remainder, which 1s 
unprotected, at a sufficiently high figure 
to maintain confidence both at home 
and abroad. 

Great progress has been made dur- 
ing the ten years in the stabilization of 
currency, not only in this country but 
also throughout the world. This year 
we have seen the currency of France 
definitely placed on a gold basis. It 
cannot be doubted that a common 
standard of value is one of the first 
requisites for international trade, and 
I am convinced that in the conditions 
prevailing in the leading commercial 
countries the gold standard is the only 
practicable one. 
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Che Chase National Bank 


of the City of New York 


Pine Street corner of Nassau 


Statement of Condition at close of Business October 3, 1928 


RESOURCES 
Cash and due from Banks $ 
Loans and Discounts 
U.S. Government Securities 
Other Securities 
Bank Buildings 
Redemption Fund—uwU. 8. 
‘Treasurer 
Customers’ Acceptance 
Liability $68,063,706.84 
Less Amount 


in Portfolio 1,948,563.01 


Other Assets 


$1,156,340,254.36 


HENRY W. CANNON 


ALBERT H. WIGGIN 
Chairman of the Board 


JAMES N. HILL 

DANIEL C. JACKLING 
resident, 

CHARLES M. SCHWAB 


Chairman, Board of Directors, Bethlehem 


Steel Corporation 


SAMUEL H. MILLER 
Vice-President 
NEWCOMB CARLTON 
President, Western 
Company 
FREDERICK H. ECKER 
Vice-President, 
surance Company 
EUGENE V. R. THAYER 
Chairman, Board of 
Alegre Sugar Company 
CARL J. SCHMIDLAPP 
Vice-President 


GERHARD M. DAHL 


Chairman, Board of Directors, Brooklyn- 


Utah Copper Co. 


Union 


Metropolitan Life 


Directors, 


329,701,933.83 
529,518,452.38 
167 ,797,968.60 
46,915,209.54 
14,521,494.60 


124,875.00 


66,115,143.83 


1,645,176.58 


LIABILITIES 


Capital 

Surplus 

Undivided Profits 

Reserved for Taxes, 
terest, etc. 

Deposits 

Due to Federal 
Bank 

Circulating Notes 

Acceptances $71,810,658.98 


Less Amount 
in Portfolio 1,948,563.01 


In- 


Reserve 


Acceptances, Bills, ete., 
Sold with Endorsement. 
Other Liabilities 


60,000,000.00 
60,000,000.00 
18,807,343.06 


3,645,877.57 
892,388,858.54 


14,000,000.00 
2,465,300.00 


69,862,095.97 


34,632,598.45 
538,180.77 


$1,156,340,254.36 


Board of Directors 


Punta 


Manhattan Transit Corporation 


REEVE SCHLEY 
Vice-President 


H. WENDELL ENDICOTT 
JEREMIAH MILBANK 


HENRY OLLESHEIMER 
Vice-President 


ARTHUR G. HOFFMAN 
Vice-President, 


F. EDSON WHITE 
President, Armour & Co. 


The Great Atlantic & 
Pacific Tea Co. of America 


Telegraph 


In- 


ALFRED P. SLOAN, JR. 
President, 


ELISHA WALKER 


General Motors Corporation 


President, Blair & Co., Inc. 


MALCOLM G. CHACE 
THOMAS N. McCARTER 


President, Public Service Corporation of 


New Jersey 


ROBERT L. CLARKSON 
President 


AMS L, BEATY 
JOHN McHUGH 


Chairman of the Executive Committee 


WILLIAM E. S. GRISWOLD 
Vice-President, W. & J. Sloane 


HENRY O. HAVEMEYER 
President, 
Terminal 


L. F. LOREE 


Brooklyn Eastern District 


President, The Delaware & Hudson Co. 


THEODORE PRATT 
ROBERT C. PRUYN 


President, National Commercial Bank & 
Trust Company, Albany, N. Y. 


SAMUEL F. PRYOR 
Chairman of 


the Executive Committee, 


Remington Arms Company, Inc. 


FERDINAND W. ROEBLING, JR. 
President, J. A. Roebling’s Sons Co. 


EARL D. BABST 


Chairman, Board of Directors, American 


Sugar Refining Company 


FRANCIS H. BROWNELL 
Vice-President, 
Refining Company 


JAMES T. LEE 


American Smelting & 
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WHAT BANKS AND BANKERS 
ARE DOING 


C. A. BARKER, assistant cashier of 
California Bank, Los Angeles, has 
been elected a vice-president of the in- 
stitution. Since his connection with 
the bank in 1926, Mr. Barker has been 
assistant to the late James Forsyth, in 
the foreign department. His appoint- 
ment to the vice-presidency places him 
in charge of the foreign affairs of the 
California banking group. 


Harry V. RussELt_ has 
pointed assistant 
Guaranty Trust 
York. 


been ap- 
treasurer of the 
Company of New 


CLIFFORD F. Post, of Jamaica, N. Y., 
has been appointed assistant secretary 
of the New York State Bankers’ Asso- 
ciation. Edward J. Gallien is secre- 
tary. 


JoHN L. Proctor has been appointed 
by Secretary Mellon as deputy comp- 
troller of the currency to fill the va- 
cancy created by the appointment of 
E. Willey Stearns, former deputy comp- 
troller, to the office of chief national 
bank examiner. 

Mr. Proctor is a native of Minne- 
sota and received his early bank train- 
ing in Minneapolis and Seattle. He 
served for four years as a receiver of 
failed national banks, five years as 
national bank examiner and five years 
as assistant chief national bank ex- 
aminer. 

Announcement has also been made 
of the promotion of Second Deputy 
Comptroller F. G. Awalt to first 
deputy comptroller and Third Deputy 
Comptroller E. H. Gough to second 
deputy comptroller. 


ArTHUR C. VocT has been appointed 


assistant secretary of the Guaranty 
Trust Company of New York. 


M. H. CanHiLtL, chairman of the board 
of directors of the Méissouri-Kansas- 
Texas Railroad Company, has been 
elected a director of the United States 
Mortgage & Trust Company, New 
York. 


Henry A. HAuGAn, chairman of the 
board of the State Bank of Chicago, 
died suddenly last month on a Santa 
Fe train enroute to the West Coast. 
Mr. Haugan was the son of Helge A. 


Henry A. HAUGAN 


Chairman of the board of the State 
Bank of Chicago, who died recently. 


Haugan, founder of the State Bank of 
Chicago. He was graduated from Dart- 
mouth in 1903 and in the same year 
began his financial career, working 
successively as messenger, clerk, teller, 
assistant cashier and vice-president. He 
was a vice-president from 1909 until 
1919, when he was made president at 
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the age of 40. In 1926 he resigned 
the presidency because of poor health 
and became chairman of the board, 
the office he held at his death. 


O. M. McCuLtoucH has been ap- 
pointed field representative in the south- 
ern states for the Central Union Trust 
Company of New York. He is well 
acquainted in the South, having form- 


© sianx-stouter, inc. 
O. M. McCuLLouGH 
Newly appointed southern representa- 
tive of the Central Union Trust Com- 
pany of New York. 


erly been. assistant vice-president of 


the American Trust Company of 
Charlotte, N. C., and, more recently, 
southern representative of a Philadel- 


phia bank. 


W. FRANK Roserts has been elected 
chairman of the board and president 
of the Standard Gas Equipment Cor- 
poration, New York. 


James R. LEAVELL has been elected 
executive vice-president of the Con- 
tinental National Company, Chicago, 
the investment organization affliated 
with the Continental National Bank 
and Trust Company. He is a vice- 


president of the bank and ‘will retain 
that position. 

Prior to going to Chicago in 1920 as 
a vice-president of the bank, Mr. 
Leavell had been vice-president of the 
First National Bank in St. Louis and 
assistant cashier of the Mechanics 
American National Bank, also of St. 
Louis. He was born in Missouri, 
educated in that state and received his 
early bank training under his father. 


MID-WINTER TRUST CONFER- 
ENCE IN NEW YORK 


THE tenth annual mid-winter trust con- 
ference, sponsored by the Trust Com- 
pany Division, American Bankers Asso- 
ciation, will be held in New York 
February 13-15, at the Commodore 
Hotel. The eighteenth annual banquet 
of the trust companies of the United 
States will be held in conjunction with 
the conference, on the evening of 
February 14, at the Commodore Hotel. 

More than five thousand trust com- 
panies and banks doing a trust busi- 
ness will be invited and asked to parti- 
cipate in the conference, which will 
deal with the foremost problems of 
settling estates and administering trusts. 


J. HENRY SCHRODER HAS 
NEW OFFICERS 


THE J. Henry Schroder Banking Cor’ 
poration, New York, has announced 
the appointment of John L. Simpson 
as vice-president; John Ritchie Boyd, 
Carlton P. Fuller and V. Lada-Mocar- 
ski, as assistant vice-presidents; Gerald 
E. Donovan and Edward T. Herndon, 
assistant secretaries; and Henry K. 
Hardon, as assistant treasurer. 


CHANGE IN DATES FOR A. B.A. 
CONVENTION 


THE annual American Bankers Asso- 
ciation convention, to be held in San 
Francisco in 1929, will be from Sep 
tember 30 to October 5 instead of, as 
originally planned, from October 14 to 
October 17. This will allow delegates 
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to avail themselves of the summer 
tourist railroad rates. 


PLANS ANNOUNCED FOR 
THRIFT WEEK 


AN effort will be made to reach 20,- 
000,000 people and persuade them to 
give serious consideration to making 
well balanced plans for the manage- 
ment of their incomes during 1929, 
according to new and enlarged plans 
for National Thrift Week, to be held 
January 17-23. 

The plans were made at a meeting 
in New York City, attended by prom: 
inent leaders of groups interested in 
home ownership, savings, thrift and life 
insurance and in popular economic 
education. 

The plans include, according to 
Adolph Lewisohn, chairman of the 
National Thrift Committee of the 
Young Men’s Christian Association, 
having a bank account, using a budget, 
owning a home, making a will, carry- 
ing life insurance and other profitable 
money plans dealing with earning, 
spending, saving, investing and giving. 


GENERAL MOTORS OVERSEAS 
SALES INCREASE 


DuRING the first nine months of 1928, 
General Motors sales of automobiles to 
overseas dealers amounted to 210,290, 
which exceeded any previous complete 
year’s figures, according to a _ recent 
report. This total of 210,290 in the 
nine months ended September 30, 
1928, compares with 193,830 for the 
entire year of 1927 and is almost as 
great as the combined volume for the 
years 1926 and 1925, which amounted 
to 219,685 units. Sales in the third 
quarter of 1928 exceeded those of the 
same quarter in 1927 by 23,935, or 
49 per cent. 


NEW BANK FOR BROOKLYN 


A CHARTER has been granted to the 
Brooklyn National Bank, to be opened 
soon in Brooklyn, N. Y., with an au- 
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thorized capital of $2,500,000. The 
bank is said to be the first independent 
national bank in the borough. 

Among those associated in the or- 
ganization are Emanuel Sellers, L. Al- 
bert Rosen, Henry Uhlinger, Morris 
Salzman, Major Charles Williams, 
Martin Latner, James F. Butler, Nathan 
Strauss, A. Schoen, Elmer Sperry, 
James J. Fradkin, Congressman W. W. 
Cohen and Edward J. Byrne, supreme 
court justice. 

The bank has been organized for the 
convenience of Brooklyn merchants. 


CORNERSTONE LAID FOR 
FOREMAN BUILDING 


THE cornerstone of the new Foreman 
National Bank building, Chicago, was 
laid last month during a ceremony at- 
tended by prominent bankers and 
officials of the city. 

Mrs. Edwin G. Foreman, mother of 
the president and two vice-presidents 
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The South Carolina 
National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, S. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


of the bank, fastened the stone to the 
structure with trowels of cement. In 
the stone was enclosed a sealed leaden 
box, containing pictures of the city’s 
skyline, copies of fashion magazines 
and daily newspapers, airmail schedules, 
pictures and stories of Col. Charles A. 
Lindbergh, new coins and _ current 
postage stamps and other articles which 
the officers felt would be of interest to 
coming generations. 


Harold E. Foreman, president of the 
bank, assisted his mother in placing the 


box within the stone. Among those 
taking part in the ceremony were: 
Edwin G. Foreman, Jr., Alfred K. 
Foreman, Gerhard Foreman, all vice- 
presidents of the bank. 


TRAVEL BUREAU ASSOCIATION 
HAS ANNUAL MEETING 


THIRTY-SIX of the forty-four members 
of the Association of American Bank 
Travel Bureaus attended the annual 
meeting of the organization held in 
Chicago in November in conjunction 
with the annual International Travel 
Show at the Sherman Hotel. Thirty 
non-member banks were also repre: 
sented. 

Exhibits of travel bureau materials 
and conferences on travel bureau tech- 
nique were features of the meeting, 
and some of the most prominent exec- 
utives of leading travel organizations 
participated in the open’ meeting. 
Social events included a luncheon given 
by the First National Bank of Chicago, 


a luncheon given by the Matson Navi- 
gation Company, a trip to the Jai Alai 
games, and a sight-seeing trip by 
courtesy of the Gray Line. 


LOS ANGELES BANK TO 
INCREASE CAPITAL 


STOCKHOLDERS of the Citizens Nation- 
al Trust and Savings Bank of Los 
Angeles will vote at the annual meet- 
ing on January 8 on a proposal to 
increase the capitalization of the bank 
by $5,000,000. To accomplish this, 
10,000 shares of stock of $100 par 
value will be offered to present stock- 
holders at $500 a share. Proceeds will 
be used to increase the capital to 
$5,000,000, surplus and undivided 
profits to $10,000,000 and to provide 
the Citizens National Company, in- 
vestment subsidiary of the bank, with 
$1,000,000 © additional capital. The 
bank will then have a total of $16,000,- 
000 in capital funds and total re- 
sources of approximately $130,000,000. 


NATIONAL BANK OF COM- 
MERCE SENDS AIR 
GREETINGS 


THE National Bank of Commerce in 
St. Louis extended air greetings to a 
number of banks and business firms in 
Indiana, Tennessee and Georgia on the 
initial trip of the Interstate Air Line, 
which connects St. Louis with Atlanta. 
The route goes east from St. Louis to 
Evansville, Ind., and from there south 
and southeast to Atlanta, touching 
Nashville and Chattanooga. 

The first mail left St. Louis on Sat- 
urday morning, December 1, and was 
not distributed in most places until 
the following Monday, but bankers 
and business men agree that the line 
will prove a valuable factor in bringing 
Atlanta and the intervening communi- 
ties much closer together in a business 
way. 

The National Bank of Commerce in 
St. Louis was one of the first banks to 
make general use of airplane service in 
the handling of bank items. 
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HANOVER DECLARES 100 PER 
CENT. STOCK DIVIDEND 


THE Hanover National Bank of New 
York has declared a 100 per cent. stock 
dividend to its stockholders, bringing 
the bank’s capital from $5,000,000 to 
$10,000,000. There will be a transfer 
of $5,000,000 from the bank’s surplus 
and undivided profits account to 
capital, which will leave par value of 
the stock at $100. 

Stock in the bank was quoted re- 
cently at $1400. At this price, with 
50,000 shares outstanding, the dividend 
should aggregate $70,000,000. How- 
ever, the cash value of the stock 
dividend cannot be accurately  esti- 
mated, it is said, because it would vary 
from day to day according to the 
market for bank stocks. 

Organized in 1851 with an original 
capital of $500,000, the Hanover has 
had a steady and continuous growth 
until its total resources were shown 
in its latest statement, as of October 
3, to be $229,161,154. The bank ever 
since its organization has specialized 
in the accounts of banks and large 
business organizations. 

In recent years, however, while 
maintaining that position, the bank 
has enlarged the scope of its opera- 
tions and joined in the general bank- 
ing trend toward branch operation. 

In recent years a dividend of 24 per 
cent. yearly has been paid on the 
$5,000,000 capital stock of the bank, 
with an extra dividend of 6 per cent. 
On the new stock the directors ex- 
pect that annual dividends of 16 per 


New York City 


cent. will be paid, beginning April 1, 
1928, which is equivalent to 32 per 
cent. on the present capitalization. 

The decision of the directors to de- 
clare the 100 per cent. stock dividend 
will be submitted to the stockholders 
for ratification at a special meeting on 
January 8. 


GUARDIAN TRUST, CLEVE- 
LAND, DECLARES STOCK 
DIVIDEND 


A stock dividend of 25 per cent. and 
rights to subscribe to additional stock 
at $300 a share up to 40 per cent. of 
present holdings will be recommended 
by the board of directors of the Guar- 
dian Trust Company of Cleveland at 
the annual meeting of stockholders on 
January 14. 

The plan includes a transfer of $1,- 
000,000 from surplus to capital, or 
10,000 shares with a par value of $100, 
which would be distributed to stock- 
holders as a 25 per cent. stock divi- 
dend. Under the plan, further increases 
in capital and surplus would come from 
the sale of 20,000 shares of new stock 
which would be offered to stockholders 
of record of December 20, at $300 a 
share up to 40 per cent. of their hold- 
ings. This would add $2,000,000 to 
capital and $4,000,000 to surplus. The 
bank would then have capital of 
$7,000,000 and surplus of $9,000,000 
as compared with the present capital of 
$4,000,000 and surplus of $6,000,000. 

Since 1923, the Guardian has in- 
creased the number of its branch 
offices from six to tweive. Another 
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Custom Made Garments for Dress, Busi- 
ness and Sport Wear. Golf Jackets and 


Knickerbockers a Specialty. 
M. ROCK - 


Tailor 


315 Fifth Avenue, New York 


Services can be had in the following cities: 


Cleveland 
Pittsburgh 


Steubenville 
Toledo 


Wheeling 
Youngstown 


My representative visits the above cities once every month 


branch, in early New England style of 
architecture, will be opened this month. 
A new building is soon to be erected 
to replace the bank’s Rocky River 
office, which has outgrown its quar- 
ters. Growth in business at the main 
office necessited a large expansion in 
1927, when the entire third floor was 
reconstructed to house the trust de- 
partment. The bank now occupies the 
entire first four floors of the building. 


CHASE SECURITIES TO OPEN 
BOSTON OFFICE 


THE Chase Securities Corporation, in- 
vestment subsidiary of the Chase Na- 
tional Bank of New York, will soon 
open a Boston office at 43 Federal 
street, under the direction of H. Homer 
Hildebrand, assistant vice-president. 
The office will be the corporation’s 
New England headquarters. 

During the last year offices have 
been opened in New York, Chicago, 
Newark, Cleveland, Milwaukee, Min- 
neapolis, St. Paul, Duluth, Omaha, 
Indianapolis and Kansas City. 

Mr. Hildebrand was formerly with 
the National City Company in Boston 
and more recently with the First Na- 
tional Corporation of Boston. 


BANK OF MANHATTAN TO 
INCREASE CAPITAL 


STOCKHOLDERS of the Bank of the 
Manhattan Company, New York, have 
approved an increase in capital of the 
bank from $15,000,000 to $16,000,000, 
to provide for the absorbtion of the 
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First National Bank—now the First 
Bank—of Brooklyn and of the Bronx 
Borough Bank. The capital was in- 
creased from $12,500,000 to $15,000,- 
000 in October. 

Stockholders of the Brooklyn bank 
will receive four shares of Bank 
of the Manhattan Company stock for 
each five shares of First Bank stock 
held, and stockholders of the Bronx 
bank will get four shares for every 
six. 


BOSTON BANK MERGER 


MERGER of the Liberty Trust Company 
with the Beacon Trust Company of 
Boston, which went into effect last 
month, made the latter named institu- 
tion the third largest trust company in 
Boston. The Beacon Trust now has 
capital of $5,000,000, surplus of $3,- 
000,000 and deposits of $38,000,000. 

Management and organization of the 
Beacon Trust remain as formerly, ex- 
cept that Allan H. Sturges has been 
made first vice-president and treasurer, 
a position corresponding to that he has 
held in the Liberty since he organized 
it in 1907; George B. Watson, presi- 
dent of the Liberty, has become a vice- 
president; as has J. Henry Miley, 
formerly a_ vice-president of the 
Liberty. Junior officers and the staffs 
of both banks have been retained. 

The Beacon has had a steady growth 
in the last twenty years. In 1905 it 
had capital of $400,000, surplus and 
profits of $164,000 and deposits of 
$1,800,000. Each year these figures 
have increased. 





SOMMINEAMEIIIATA TT 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $5,500,000 Undivided Profits $395,000 


JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


5 
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NEW A. B. A. TELEGRAPHIC 
CODE DISTRIBUTED 


Copigs of the new telegraphic code of 
the American Bankers Association, 
which became effective January 1 and 
which supplanted the old code of 1914, 
have been distributed to all members 
of the association whose dues have 
been paid for the fiscal year ending 
- August 31, 1929. The new code is 
said to facilitate speed, accuracy and 
economy in inter-bank business com- 
munication by telegraph. 

_ Many additional phrases are con- 
tained in the new code, to allow for 
every practical banking requirement. 
Some of these new phrases pertain to 
operations of Federal Reserve banks 
which have come into use since 1914. 
Other changes are the elimination of 
serial numbers directly to the left of 
each code word, and a new system of 
authenticating telegrams. 


GUARANTY COMPANY GIVES 
STOCK DIVIDEND 


Wuat is said to be the first instance on 
record of a stock dividend of an invest- 
ment subsidiary of a New York bank 
was announced recently by the Guar- 
anty Trust Company. The company 
plans to increase its capital stock from 
$5,000,000 to $9,000,000, and when it 
becomes effective a stock dividend of 
$4,000,000 will be declared out of the 
cémpany’s surplus and reserve accounts. 
As the Guaranty Trust Company owns 
all the stock of the Guaranty Com- 
pany, the dividend will be paid to the 
trust company. 


ALBERT E. ECKERSON Auditor 


INTEREST ALLOWED ON 


a 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 


DEPOSITS 


In making the change the Guaranty 
Company is capitalizing its recent 
large earnings. The result will be 
to issue additional stock to the trust 
company, and the enlarged capital 
will enable the Guaranty Company to 
enlarge the volume of securities that 
it can underwrite. 

The Guaranty Company is orga- 
nized along different lines from the 
investment subsidiaries of most New 
York banks. The general practice is 
for the stockholders of the parent bank 
to own the stock of the subsidiary, 
the stock being issued share for share 
in inseparable units. In the case of 
the Guaranty, however, the subsidiary’s 
shares are not issued to the holders of 
the trust company’s stock, but are 
simply carried by the trust company 
as part of its investments. The new 
stock of the company thus can be 
merely added to the investments of the 
trust company, a method that could 
not be followed where a subsidiary’s 
stock is issued with the parent com- 
pany’s shares. In most cases it is 
not possible to change the number of 
a subsidiary’s outstanding shares, ex- 
cept where the bank is changing its 
own capitalization. 

The Guaranty Company, which was 
organized in 1920 by taking over the 
bond department of the Guaranty 
Trust Company, has _ contributed 
largely to the growth of the trust 
company through its underwriting and 
distribution of securities. Harold Stan- 
ley, now a partner in J. P. Morgan & 
Co., was the first head of the invest- 
ment company, and its present presi- 
dent is Joseph Swan. 
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From His Eyes Down 
a Man is Worth 
$2.00 a Day 


but from his eyes UP there is 
no limit, and it is in that space 
that ideas originate; and ideas 
originate when there is some- 
thing to nourish them, like a 
good breath of fresh air, for in- 
stance; and that can be had at 


ATLANTIC CITY 


so make this idea yours to come 
here and increase the value of 
your cranium; and another good 
idea is to go to 


THE CHELSEA 


which is an ideally fine hotel! 


The enlargement of the capital of 
the company follows an increase of 
$30,000,000 in the capital funds of 


the Guaranty Trust Company last 
June. At that time the trust com- 
pany’s capital was increased from 
$30,000,000 to $40,000,000 and its sur- 
plus from $30,000,000 to $50,000,000, 
in addition to which its latest state- 
ment showed undivided profits of more 
than $10,000,000. The trust com- 
pany’s total resources were given as 
$838,129,668 in its latest statement. 


CHRISTMAS CLUBS MAKE 
RECORD DISTRIBUTION 


CHRISTMAS clubs distributed this year 
approximately $550,000,000 through 
more than 8000 banks and financial 
institutions in the United States, ac- 
cording to the announcement of the 
Christmas Club of New York. This is 
more than 10 per cent. greater than 
that distributed a year ago and more 


than five times the amount in 1920. 
The average distribution per member 
was $59.10, a slight increase over the 
previous year. 

Herbert F. Rawll, president and 
founder of the Christmas Club, esti- 
mated that $213,000,000 of the total 
went into the country’s stores to pay 
for Christmas purchases, $165,000,000 
were deposited in thrift or savings ac- 
counts or used for permanent invest- 
ments, $72,000,000 were used for year- 
end commitments, $30,000,000 for in- 
surance premiums, $29,000,000 for in- 
terest and reduction of mortgages, $25,- 
000,000 for taxes, $11,000,000 for 
education and travel, and $5,000,000 
for charity. 


SHAWMUT ASSOCIATION CUTS 
COST OF SHARES 


THE Shawmut Association, investment 
trust organized last summer by the 
National Shawmut Bank of Boston, has 
notified stockholders that they will not 
be asked to pay the balance of $30 
due on part-paid shares. The trustees 
have declared the shares fully paid on 
approximately 40 per cent. of the sub- 
scription price. 

The association announces that it 
acquired $2,000,000 of common stocks 
in the market break in June, that pur- 
chases of American and foreign bonds 
show a profit and that about $1,100,000 
has been invested in national bank and 
trust company stocks. There have also 
been underwriting and syndicate com- 
mitments. The balance of the $8,150,- 
000 initial capital funds has been placed 
in the call market. 


SMALLER BANKNOTES TO BE 
ISSUED JULY 1 


THE new smaller banknotes will begin 
to be issued on July 1 of this year, it 
was decided at a recent conference of 
governors of the Federal Reserve banks 
held in Washington recently. All kinds 
of currency, except national bank notes, 
and all denominations from $1 to $20 
will be included in the first issue, and it 
is probable that higher denominations 
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of gold certificates and Federal Reserve 
notes will be issued at the same time. 

An intimation that Secretary Mellon 
might recommend to Congress retire- 
ment of national bank currency was 
contained in a statement made public 
by the Treasury. 

“It was originally contemplated at the 
time of the creation of the Federal Re- 
serve System that this currency should 
be retired,” said the statement. “How- 
ever, since a considerable period of time 
has elapsed, the Secretary of the Treas- 
ury deems it advisable to submit the 
matter to the Congress for its further 
consideration at the next session. 

“Should the Congress determine that 
the National Bank currency is to be 
continued in circulation, the department 
will be prepared to begin production of 
national bank currency in the reduced 
size early in the fiscal year 1930, which 
begins on July 1 next.” 


CHASE BANK TAKES OVER 
GARFIELD NATIONAL 


THE boards of directors of the Chase 
National Bank and the Garfield Na- 
tional Bank, both of New York, have 
voted to consolidate under the name of 
the former on the basis of a share for 
share exchange of stock. Stockholders 
of the two banks will meet January 8, 
to vote on the question. 

The business of the Garfield will be 
continued at the same location, Fifth 
avenue at 23rd street, as the Garfield 
branch of the Chase, and will be under 
the same management as heretofore. 

R. W. Poor, chairman of the board, 
H. F. Poor, president, and E. E. Watts, 
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vice-president of the Garfield National 
Bank, will become vice-presidents of 
the Chase National Bank, and R. W. 
Poor and H. F. Poor will become chair- 
man and vice-chairman, respectively, of 


the advisory board of the Garfield 


© unverwooo & UNDERWOOD 
ALBERT H. WIGGIN 


Chairman of the board of the Chase 

National Bank of New York, which 

will take over the Garfield National 
Bank. 


branch of the Chase. The present direc- 
tors of the Garfield will become mem- 
bers of the advistory board of that 
branch. George G. Milne, Jr., second 
vice-president, and R. T. Thorn, cashier, 
of the Garfield National Bank, will 


become second vice-president and as- 
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HOTEL SOMERSET 


400 Commonwealth Ave., Boston, Mass. 
The rendezvous for private functions, 
large or small 


Attractive and convenient for tourists 


Rooms overlook the famous 
Fenway Park and Charles River 


Room with bath $3.50 to $10 per day 
European Plan Adjacent Garages 
Management of William P. Lyle 


sistant cashier, respectively, of the 
Chase National Bank and will con- 
tinue at the Garfield branch. Assistant 
cashiers of the Garfield will become 


assistant cashiers of the Chase. 
Statement of the Chase Bank, as of 
October 3, 1928, showed total resources 
of $1,156,340,254; capital of $60,000,- 
000; surplus and undivided profits of 


$78,807,343; deposits of $892,388,858. 

Previous mergers of the Chase Na’ 
tional Bank have been with the Metro- 
politan Bank in 1921, with the Me: 
chanics and Metals National Bank in 
1926 and with the Mutual Bank in 
1927. 

The Garfield National Bank was 
established in 1881 and has been a 
member of the New York Clearing 
House since 1883. 

Its statement of October 3 showed 
total assets of $21,878,801; capital of 
$1,000,000; surplus and undivided 
profits of $1,920,266; deposits of $18,- 
250,254. 


FISHER BROTHERS PLAN LARGE 
INVESTMENT TRUST 


THE largest investment trust in the 
world, in which will be concentrated 
more than $500,000,000 of security 
holdings at the outset, is being organized 
by a group of leading investors and in- 
dustrialists with the Fisher brothers ot 
Detroit as the leading spirits, according 
to the New York Times. 


The statement says, in part: 

“It is expected that the capital of the 
new trust will be $210,000,000, of which 
$100,000,000, will be represented by 
preferred stock with common stock 
warrants attached. The capital probably 
will include also a debenture issue of 
considerable size. 

“The $500,000,000 of securities which 
will go into the trust at the time of 
the completion of its organization will 
represent part of the investment of 
the Fisher brothers and a dozen or so 
more investors and industrialists with 
whom they have surrounded themselves. 
Among those who are said to be in- 
terested with the Fisher brothers in the 
undertaking is Arthur W. Cutten of 
Chicago, who is one of the largest 
holders of securities in the country. 

“Large blocks of stock of such com- 
panies as Westinghouse Electric, Bald- 
win Locomotive, Texas Corporation, 
Montgomery Ward and others in which 
various members of the group interested 
in the trust have invested heavily will 
be put into the company that is being 
formed. The list of securities will be 
diversified, including both preferred and 
common stocks of companies in many 
industries. The holdings will be in- 
creased as the trust expands and eventu- 
ally, it is expected, a $1,000,000,000 
financial organization will be built. 

“Plans for the trust have been under 
consideration for some months. The 
idea originated, it is understood, after 
the Fisher brothers and associates had 
invested large amounts of surplus funds 
in various companies and they saw the 
need of an organization to hold these 
securities. Later the plan was expanded 
with the view to allowing some public 
participation in the project. 

“The Fisher brothers, who are said 
to own more than 10 per cent. of the 
common stock of the General Motors 
Corporation, have their own holding 
company in Detroit, but that is a closed 
corporation. The new trust will not be 
exclusively a Fisher brothers’ enterprise, 
but will have identified with it actively 
a number of prominent financiers. 

“The Fisher brothers and associates 
have been adding to their security hold- 
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ings for years and in the present bull 
market their investments, according to 
Wall Street reports, have multiplied 
cver and over again.” 


YORK VAULTS IN LARGE 
NEW YORK BANKS 


SEVERAL of the great new bank build- 
ings in New York City, both those re- 
cently completed and those now under 
construction, are equipped with vaults 
from the York Safe and Lock Com- 
pany, York, Pa. 

Brown Brothers and Company’s new 
main office, which is nearing comple- 
tion, is to have vault equipment consist- 
ing of two rectangular vault entrances 
twenty-five inches thick of solid metal, 
a steel lining, and special interior 
equipment, furnished by York. 

The same company is furnishing 
two rectangular vault doors twenty 
inches in thickness, and a large number 
of steel lockers for the new building 
of the Bank of New York and Trust 
Company. The vaults are to have a 
heavy lining of special construction. 

Five York vaults, of massive propor- 
tions, have been installed in the new 
home of the Equitable Trust Company, 
and four vaults by York are in the 
new home of the Chase National Bank. 


CHICAGO MERGER EFFECTIVE 
EARLY THIS YEAR 


THE consolidation of the Continental 
National Bank and Trust Company 
with the Illinois Merchants Trust Com- 
pany, Chicago, will take place early 
this year, as soon as necessary altera- 
tions can be made in the building of 
the latter, according to recent an- 
nouncement. The new bank, which 
will be known as the Continental 
Illinois Bank and Trust Company, will 
occupy the building of the [Illinois 
Merchants Trust. 

A letter from Arthur Reynolds, 
president of the Continental, to stock- 
holders of that institution, outlines 
several changes in the original plan: 

“By reason of the consummation of 
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negotiations for the sale of the land 
and building of this bank by the con- 
solidated bank, it has been made pos- 
sible to amend the method for accom- 
plishing the proposed consolidation. 
The new method capitalizes the value 
of the bank buildings for the benefit of 
the stockholders, thereby reducing the 
price at which they will be given op- 
portunity to buy additional stock. They 
will, nevertheless, receive the same 
number of shares of the consolidated 
bank as provided for in the original 
plan and the consolidated bank with 
its afhliated companes will have the 
total net capital assets of $170, 000, 000, 
as originally contemplated. . . . 

The initial capital of the consolidated 
bank, instead. of being $65,000,000, 
will be $75,000,000, the ultimate capi- 
tal provided for under the original 
plan. The subscriptions provided in 
the original plan will be made before 
consolidation, instead of afterward, and 
therefore the total additional cash 
assets will be furnished before con- 
solidation. 

Instead of organizing a new state 
bank to which the assets of the Con- 
tinental will be transferred, the transfer 
will be made to the Hibernian Banking 
Association, all of whose stock is now 
held in trust for the benefit of the 
Continental stockholders, and its name 
changed immediately to the Contin- 
ental Illinois Bank and Trust Com- 
pany. 

The Illinois Merchants Trust will pay 
no cash dividend, as provided for in 
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the original plan, but will before con- 
solidation increase its present capital 
stock by 23,077 shares. The additional 
shares will be offered for subscription 
to its stockholders at approximately 
$250 a share. 

Upon consolidation, each stockholder 
of the Continental will receive one 
share of stock of the consolidated bank 
for each share now held and one share 
for each share subscribed for, while 
stockholders of the Illinois Merchants 
will receive two shares of stock of the 
consolidated bank for each share now 
held and two shares for each share sub- 
scribed for. This will bring about the 
same final result as provided for in the 
first agreement. 

George M. Reynolds will be chair- 
man of the executive committee of the 
consolidated bank, Arthur Reynolds 
chairman of the board and Eugene M. 
Stevens president. 


ORGANIZATION COMPLETED 
OF BANK OF AMERICA 
IN CALIFORNIA 


FoRMAL consolidation of the Mer- 
chants National Trust & Savings Bank 
of Los Angeles and the United Se- 
curity Bank and Trust Company of 
San Francisco into the Bank of Amer- 
ica in California became effective last 
month. 

The consolidated bank, with 140 of- 
fices in its state-wide system, opened 
with a combined capital and surplus of 
$50,000,000 and total resources in ex- 
cess of $400,000,000. Its head office is 
in Los Angeles. 

Leon Bocqueraz, former president of 
the United Security Bank and Trust 
Company, is chairman of the board; 
J. E. Fishburn, former chairman of the 
Merchants National, is vice-chairman; 
and E. J. Nolan, former head of the 
Merchants, is president of the new 
Bank of America. The board of direc- 
tors includes bankers, business men and 
agriculturists from all parts of Cali- 
fornia. 

The new institution is affiliated with 
the recently formed Trans-America 
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Corporation, and is second in size to 
the Bank of Italy on the West Coast. 
It brings banking resources of the af- 
filiated Giannini banks in California 
to $1,200,000,000. 

In a formal announcement, the new 
president said: 

“Although new in name, the Bank 
of America in California will embody 
many of the oldest, as well as the most 
progressive, traditions of Pacific Coast 
banking. Several of the institutions 
included in the consolidation date from 
the days when San Francisco was the 
roaring center of the gold rush, and 
Los Angeles consisted of a few adobes 
clustered around the Plaza. 

“The Humboldt Savings Bank of 
San Francisco, which merged with the 
United Security in 1928, was founded 
in 1858, just ten years after Marshall's 
famous discovery of gold at Coloma. 
The Hellman Commercial Trust and 
Savings Bank, which in 1926 joined the 
Merchants National Bank of Los 
Angeles to form the Merchants Na- 
tional Trust and Savings Bank, achieved 


a record of growth paralleled by few 


banks. These institutions, probably 
better than any others, typify the 
heritage of experience and progressive- 
ness with which the Bank of America 
of California is equipped to conduct 
its state-wide activities.” 


STATE BANK STATEMENT 


STATEMENT of the State Bank and 
Trust Company, New York, as of De- 
cember 31, 1928, shows capital stock 
of $5,000,000, surplus of the same 
amount, undivided profits of $1,772,- 
730, deposits of $109,162,944 and total 
resources of $125,173,799. 

The growth of the bank during the 
last ten years is shown by a comparison 
of the figures at the close of 1918 and 
those of the latest statement. Capital, 
surplus and profits as of December 31, 
1918, were $2,439,412, as compared 
with the present $11,772,730, while 
deposits of the earlier date were $40,- 
362,000 compared with the latest fig- 
ures of $109,162,944. 
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DIRECTORS INDORSE CHICAGO 
BANK MERGER 


Directors of the Central Trust Com- 
pany of Illinois and the Bank of 
America, Chicago, have approved an 
agreement for the consolidation of the 
two banks under the name of the 
Central Trust Company of Illinois. 
The consolidation will be submitted to 
the stockholders early this month. 
Under the plan of consolidation, 
the new bank would have a capital 
stock of $10,500,000, $8,000,000 repre- 


GENERAL CHARLES G. DAWES 
Vice-president of the United States, 
who will be chairman of the board of 
the enlarged Central Trust Company 

of Illinois. 


senting the present outstanding capital 
stock of the Central Trust Company 
of Illinois and $2,500,000 to be issued 


to the stockholders of the Bank of 
America, share for share in lieu of its 
present stock. It is contemplated that 
at the time of the consolidation the 
book value per share of the two banks 
will be substantially the same. 

The consolidated institution will 
have assets of approximately $160,- 
000,000. 
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The stockholders of the Bank of 
America will be given the privilege 
of purchasing at asset value shares 
of stock of Central Securities Com- 
pany in such a way that the stock- 
holders of the Bank of America will 


j. &. Ons 


President of the Central Trust Com- 

pany of Illinois, who will remain as 

executive head of the consolidated 
bank. 


sustain toward Central Securities 
Company the same relation as now 
exists in favor of stockholders of the 
Central Trust Company of Illinois. 

The Central Trust Company has 
total assets and liabilities of $122,154,- 
000 and total deposits of $108,268,000. 
The Bank of America has total assets 
and liabilities of $39,108,000 and total 
deposits of $33,107,000. The two in- 
stitutions will represent assets and 
liabilities of $161,262,000. 

Joseph E. Otis, president of the 
Central Trust, is to remain as presi- 
dent and chief executive of the con- 
solidated bank. Vice-president Charles 
G. Dawes will be chairman of the 
board; M. E. Greenebaum, chairman 
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of the board of the Bank of America, 
will be vice-chairman of the board; 


C. Howarp MARFIELD 


President of ‘the Bank- of America, 

Chicago, who will be chairman of ‘the 

executive committee of» the ~enlarged 
bank. 


and C. Howard Marfield, president of 
the bank of America, will be chairman 
of the executive committee. 


CHARLES A. HINSCH DIES 


Cuar_es A. Hinscu, president of the 
Fifth Third Union Trust Company of 
Cincinnati, Ohio, and past president of 
the American Bankers Association, died 
last month following an operation for 
appendicitis. Mr. Hinsch was well 
known to bankers throughout the 
country. 

He was born in Cincinnati and be- 
gan his banking career there as a minor 
clerk in the Exchange National Bank 
at the age of 16. He was employed at 
the Cincinnati National Bank and the 
Fidelity National Bank and in 1889 
entered the employ of the Fifth Na- 
tional, the parent institution of the 
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present Fifth Third Union Trust Com- 
pany. 

In the service of this bank he ad- 
vanced rapidly until in 1897, eight 
years after he entered its employ, he 
was made president of the institution. 

At that time finance was conducted 
in small units, but with the changes 
that have come since, Mr. Hinsch kept 
pace. In 1908 the Fifth National took 
over the Third National Bank, the 
name being changed to the Fifth Third 
National Bank. In the same year the 
American National Bank was _ taken 
over, while in 1910 the _ institution 
merged the private bank of Kuhn & 
Sons. The business of the Market Na- 
tional Bank was acquired in 1919 and 
in the same year one of the most im- 


oS w. ‘a. POYNTER 
CuHar.Les A. HINscH 


President of the Fifth Third Union 
Trust Company of Cincinnati, Ohio, 
who died recently. 


portant of the amalgamations was ef- 
fected when the Fifth Third merged 
with the Union Savings Bank and 
Trust Company to form the Fifth 
Third Union Trust Company. Follow- 
ing this consolidation a large number 
of smaller institutions were taken over. 





THE BANKERS MAGAZINE 


In .addition to carrying on his re- 
markable banking activities, Mr. Hinsch 
was active in the American Bankers 
Association, in community affairs and 
was a director in a large number of 
business concerns. 


BANKER PRESIDES AT ME- 
MORIAL DEDICATION 


RoBERT ADAMSON, vice-president of the 
Bank of United States, New York, 
presided recently at the dedication of 
the memorial to the late John Purroy 
Mitchel, formerly mayor of the City 
of New York. 


RoBERT ADAMSON 


Vice-president of the Bank of 
United States, New York, who 
was chairman of the executive 
committee which erected a memo- 
rial to John Purroy Mitchel, 
former mayor of New York. 


Mr. Adamson served as chairman 
of the executive committee which 
erected the memorial. He was formerly 
associated with Mayor Mitchel, having 
managed his first successful campaign 
for election and having served under 
him for four years as fire commissioner. 

Speakers at the dedication ceremonies 
were the Hon. Charles Evans Hughes, 
the Hon. Frank L. Polk, Mayor James 
J. Walker, and Walter R. Herrick, 


park commissioner. 
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RIGGS NATIONAL TAKES OVER 
FARMERS & MECHANICS 


CoMPLETION of the merger of the 
Farmers & Mechanics National Bank 
with the Riggs National Bank has given 
to Washington, D. C., a banking in- 


© harris & EWING 
Rospert V. FLEMING 
President of the Riggs National Bank 
of Washington, D. C., which has 
taken over the Farmers & Mechanics 
National Bank. 


stitution with capital assets approxi- 
mating $6,400,000. The enlarged bank 
is known as the Riggs National Bank 
of Washington, D. C. 

The bank includes six fully equipped 
branches, among which are the main 
office of the Farmers & Mechanics, now 


known as the Farmers & Mechanics 
branch, and the Friendship branch of 
the Farmers & Mechanics, now the 
Friendship branch of the Riggs Na- 
tional. 

Robert V. Fleming continues as 
president of the enlarged bank and 
Charles C. Glover is chairman of the 
board. Harry V. Haynes resigned as 
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president of the Farmers & Mechanics, 
and other officers of that institution 
have become managing officials of the 
Farmers & Mechanics branch of the 
Riggs. 

Both institutions are old, one having 
served Washington for a period of 114 
years and the other for nearly a cen- 
tury. 


STERLING NATIONAL TO OPEN 
SOON 


THE Sterling National Bank is ex- 
pected to open for business early this 
year in the 42nd street district of New 
York with a paid in capital and surplus 
of more than $3,000,000, according to 
announcement. Joseph Brown has re- 
signed as senior vice-president of the 
Bank of United States, New York, to 
head the new institution, which will 
carry on a general banking business, 
with special attention to thrift accounts. 

Mr. Brown entered the banking field 
twenty-four years ago as a messenger 
with the Citizens National Bank. He 
was a vice-president of the Chatham 
Phenix National Bank and_ Trust 


Company for fifteen years and then 
assumed the senior vice-presidency of 


the Central Mercantile Bank and Trust 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, September 30-October 
3. Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


EXECUTIVE COUNCIL, American Bank- 
ers Association, Biloxi, Miss., April 15-18. 
Headquarters, Edgewater Gulf Hotel. Execu- 
tive manager, F. N. Shepherd, 110 East 42nd 
street, New York City. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga. Executive secre: 
tary, Preston E. Reed, 231 South LaSalle 
street, Chicago. 


MID-WINTER TRUST CONFERENCE, 
New York City, February 13-15. Headquar- 
ters, Commodore Hotel. 


MORTGAGE BANKERS ASSOCIA- 
TION, New Orleans, October. Secretary, 
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COMING BANKERS’ CONVENTIONS 






When 
merged with the Bank of United States 


Company. that bank: was 


























































JosEPH BROowN 
Who has resigned as vice-president 
of the Bank of United States, New 
York, to head the new Sterling Na- 
tional Bank, which is to open in New 
York early this year. 


last year, Mr. Brown continued in the 
same position. 






Walter B. Kester, 112 West Adams street, 
Chicago. 


NATIONAL ASSOCIATION OF MU- 
TUAL SAVINGS BANKS, Upper Saranac 
Lake, New York, June 5-7. Headquarters, 
Saranac Inn. 


SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana, 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street, 
New York City. 


WASHINGTON BANKERS ASSOCIA: 
TION, Spokane, June. Secretary, J. W. Bris- 
lawn, 810 Alaska building, Seattle. 


WISCONSIN BANKERS ASSOCIA- 
TION, Milwaukee, June 10-12. Secretary, 
Wall G. Coapman, 717 Caswell Block, Mil- 


waukee. 
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A NEW SCIENTIFIC 
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ERA FOR BANKING 


By Craic B. HazLewoop 


Vice-president Union Trust Company, Chicago, and 
president American Bankers Association 


HAT American banking and 

\ x / business today need more than 

anything else are young men 
and women who think, individuals who 
do not merely appropriate other peo- 
ple’s ideas but who are hard, purpose- 
ful, independent and _ unprejudiced 
thinkers, free from tradition and with 
ability to concentrate and strike straight 
for the heart of a problem. America 
has astounded the world by its readi- 
ness in casting aside traditional view- 
points, disregarding traditional difficul- 
ties and pioneering new short-cut 
formulas in the realm of business. 
Business and banking are undergoing 
epochal changes. 

Banking and business problems are 
crowding in upon us so rapidly that, 
while the manual worker is thinking of 
a six-hour day and a five-day week, 
the executive knows not where to look 
for adequate help or relief. The de- 
mand for managerial and executive 
ability is rushing ahead, the oppor- 
tunity for young men and women who 
have professional training and who 
have developed genuine thinking power 
is greater than ever before. 

Consider some of the changes in 
business and banking procedure and 
the new problems resulting which de- 
mand intelligent thinking by the 
banker. Take methods of financing as 
an example. We have noticed a 
transition from financing almost in- 
variably accompanied by bond, mort- 
gage, and other securities based upon 
fixed assets to the greatest volume of 
financing by stocks that has ever taken 


From an address before the Forum Dinner 
of the New York Chapter, American Insti- 
tute of Banking. 


place. This means to the bank execu- 
tive the necessity of arriving at sound 
rules governing these types of securi- 
ties. There was a time when stock 
prices had a definite relationship to 
book value. What is that relationship 
today? If such a relationship no 
longer is generally recognized what is 
the proper yardstick? Is it the rela- 
tion of earnings to stock prices? How 
is management to be calculated in the 
final equation, the new importance at- 
tached to management in relation to 
finance? 


THE PROBLEM OF STOCK MARKET LOANS 


Another problem comes close home 
to the banking profession, the problem 
of stock market loans. What are the 
proper sources and methods of con- 
trol of funds for the stock market? 
“Loans for corporations and others” in 
the statement of brokers’ loans today 
is a topic that engages the attention of 
all thoughtful bankers. Various ex- 
pedients have been devised and put into 
force. The banking profession, how- 
ever, does not even approach agree- 
ment in its answer to this and many 
other problems of stock market finance. 
Are the bankers of this country to do 
the constructive and conclusive think- 
ing upon these problems of the stock 
market, or will they let them go un- 
heeded and in the end, perhaps, find 
some new economic agency has crowded 
the banking business out of the posi- 
tion it should occupy in this field? 

In many cities and states bankers are 
wrestling with the question whether 
unit banks can survive in the face of 
chain and branch banking. From 1900 
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to the present year, the number of 
branch banks has increased from 60 
to almost 3000. How many bankers 
can, in the true scientific spirit, put 
aside personal feelings, set down the 
cold facts, and reason out the trend in 
this matter? Is every unit bank in 
this country doomed before the onrush 
of chains, holding companies, and 
branch banking systems—or is chain 
banking merely a phase of our bank- 
ing development which will awaken the 
unit bankers of the country to a new 
and sounder culture of their own bank- 
ing system? 


SCIENTIFIC ANALYSIS OF STATEMENTS 


The time is coming when the officer 
of a bank will analyze operating state- 
ments, income and expense items on a 
far more scientific basis than ever in 
the past. We will expect him to know 


whether his gross earnings are in line 
with what his bank should earn accord- 
ing to predetermined standards of in- 
come and expense. We will expect him 
to accept or challenge his net earnings 


as satisfactory or otherwise. We will 
hold him responsible for knowing what 
his income from various sources should 
be. We will look to him for exact 
knowledge of every other important 
item. In banking we are emerging 
from the pioneer stage and stepping 
into an era of precision in knowledge 
and organization. 

I seek not to discourage, but to 
arouse your minds to the vastness of 
the opportunity for the thinking man. 
I would have the young banker say: 
“There is nothing final as yet in bank- 
ing or business. My mind is as good 
as any man’s mind—my opportunity 
greater than that of my immediate su- 
perior. I may be the fortunate one to 
find a new and better shortcut where 
generations of great bankers have been 
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following a winding path.” Banking, 
by meeting this challenge, may con- 
tinue to enjoy its wonderful position 
of leadership in the economic world. 
I sincerely believe the youth of the 
banking profession must and will rise 
to this occasion. And when they do so, 
I foresee future accomplishments in 
American banking to which the past 
will furnish no parallel. 


DEVELOPING AN INQUISITIVE ATTITUDE 


It is possible for a young banker to 
train himself so that he has an in- 
quisitive attitude, an open mind and 
the ability to classify and interpret his 
material step by step from the begin- 
ning of his problem to its final solu- 
tion and application. Here then is 
the thought I would leave with you— 
the need for sound thinking in the 
banking business. You may feel I have 
overstated the case, that I have 
set too high a standard. When you 
are at your desk, piled high with cor- 
respondence and statements, with tele- 
phone calls and visitors breaking in, 
you may feel you are merely a cog in 
the machine. That, too, is a part of 
the problem. The only way to solve 
even that part of the problem is to 
find a time and demand a place in 
your day’s work for thinking. 

What might we not accomplish if 
we could establish a program of more 
intelligent and co-operative thinking in 
the banking profession than we have 
ever had in the past? If each of us 
would devote just half an hour a day 
to hard, independent, critical thinking 
about the banking business, we could, 
I believe, revolutionize it in ten years, 
and the American banking system 
would reach the highest pinnacle of 
achievement and greatness to which it 
has ever attained. 





PROSPERITY FORECAST BY BANKERS 
FOR NEW YEAR 


USINESS is. entering the new 
B year upon a high level of activity 

and with confidence in the con- 
tinuance of prosperity,” says Charles 
E. Mitchell, president of the National 
City Bank of New York, in a year- 
end statement. “Judged both by the 
volume of business and resulting profits, 
1928 has apparently surpassed the 
records of any preceding year. Con- 
sidering the atmosphere of doubt in 
which the year began, this is a re 
markable accomplishment and _ one 
which demonstrates the fundamental 
soundness of the business situation. 
The facts that the increase of com- 
mercial loans has been of moderate 
proportions, and that the commodity 
price level at this time shows no in- 


flation, are very encouraging features.” 

Frank O. Wetmore, chairman of the 
First National Bank of Chicago and 
of the First Trust and Savings Bank, 
voices the same sentiment in a survey 


of the year 1928. “There is every in- 
dication,” says Mr. Wetmore, “that 
in the earlier part of the year busi- 
ness will continue at a satisfactory 
volume and with adequate profits.” 
That high rates for money will con- 
tinue for some months may be taken 
for granted, he says. As regards the 
world situation, Mr. Wetmore feels 
that there is, on the whole, a tendency 
toward stability and a desire every- 
where to liquidate such problems as 
still remain unsettled from the war. 
“The most serious of these questions is 
the ultimate fixation of the total 
amount of reparations to be paid by 
Germany. It may be too early to ex- 
pect a final and ultimate settlement as 
a result of the conference recently 
proposed, but there is every indication 
that each step taken is a forward one 


which will make easier the final solu- 
tion. 


“It seems wholly probable that gen- 
eral business will be good in the first 
quarter of 1929, and this is chiefly be- 
cause it is so good in the closing 
quarter of 1928 that its momentum 
may be trusted to carry it ahead at 
about the present levels well into the 
new year,” is the prediction of Col. 
Leonard P. Ayres, vice-president of 
the Cleveland Trust Company. 

“With something less of confidence 
a similar comment may be made as to 
the probability of good business in the 
second quarter of next year. The out- 
look for the last half of the year does 
not seem equally clear, and one of the 
reasons for this is that 1929 will prob- 
ably bring to the automobile industry 
a degree of keen competition such as 
it has never before experienced. 

“Most of this discussion may be sum- 
marized in the statement that the con- 
tinuation of prosperity in 1929 is de- 
pendent on the continuation of credit 
expansion, which appears to depend on 
progressive increases in loans made to 
brokers by corporations and individ- 
uals, for in the absence of such in- 
creases the tendency of bank credit will 
almost surely be to contract, with con- 
sequences adverse to business. : 

Business. conditions throughout the 
United States are generally good and 
with the added impetus that comes 
with increasing confidence these con- 
ditions should continue, according to 
C. Addison Harris, Jr., president of 
the Franklin Trust Company of Phila’ 
delphia.. “Our credit situation is 
sound, in fact the unusual demands of 
1928 have not even strained our fa- 
cilities and while the Federal Reserve 
banks have very wisely adopted cer- 
tain measures designed to be restric- 
tive, they were purely precautionary 
and not brought about by actual ne- 
cessity.” 

147 





_ ee  —nh—— 


148 


Mr. Harris’ advice to business is to 
“avoid overproduction, keep expenses 
at a minimum, watch keenly your profit 
column, modernize your methods of 
operation and management, keep your 
sales force on their toes and 1929 will 
be another banner year.” 

“The present trends and prospects in 
the bond market are mostly optimistic,” 
states C. W. Sills, vice-president 
Halsey, Stuart & Co., Inc., in a review 
of 1928. “There are many factors 
working, now, toward an improved 
price level, larger volume of financ- 
ing in this class, and a readier market 
during the early months of 1929. 

“It seems logical to infer : 
that only a positive and quite definite 
advance in interest rates could pre- 
clude a continued improvement in the 
bond market through the early months 
of 1929. This appears quite improb- 
able. Since lower rates now prevail in 


most of the other principal money 
markets of the world, and since recent 
developments have tended to eliminate 
some of the abnormal stringency here, 


we look for a gradual decline of in- 
terest rates in the American market. 
“All in all, the bond market has 
much reason for encouragement as it 
enters the year 1929.” 
A statement by William F. Whiting, 
Secretary of Commerce of the United 
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States, says that some of the more im- 
portant economic forces which domi- 
nate the business situation at the be- 
ginning of the new year are “credit 
conditions, the degree of accumulation 
of merchandise stocks and of specula- 
tion in them, the size of crops and of 
our current industrial output, the rate 
of wages and volume of employment, 
and the prospects of foreign trade. 

“With respect to credit conditions 
1928 has been an extraordinary year. 
The outflow of gold which began in 
the autumn of 1927 continued during 
the first half of 1928 and caused a re- 
versal in the easy money situation that 
had prevailed for several years. ws 
Agricultural output during the last 
year was about 5 per cent. larger than 
in 1927 and there was an even greater 
expansion in manufacturing produc 
tion. Wages continue at a 
high level and unemployment has been 
reduced to a minimum. . . . Ac 
tivity in the automotive and construc- 
tion industries has been sustained and 
is particularly noteworthy. . . . For 
eign, as well as domestic, demand for 
the products of our farms and fac’ 
tories is steadily expanding. . 

“In general it may be stated that 
both industry and trade are exception- 
ally active as we enter the new year.” 





EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 


That charm as well as dignity may be combined in a bank entrance is illus- 

trated in the doorway of the Federal Commercial & Savings Bank, Port 

Huron, Mich. Uffinger, Foster & Bookwalter, New York, were the architects 
for the building. 
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View of the banking room of the Federal Commercial & Savings Bank, Port Huron, 
Mich., looking toward the safe deposit department and the informally arranged 
customers’ space. Uffinger, Foster & Bookwalter of New York were the architects. 


New head office being erected by the Mitsui Bank, Limited, Tokyo. It is of 

Japanese granite with huge granite columns, in a modern adaptation of the classic 

Roman style. Special construction makes it earthquake resistant. Trowbridge & 

Livingston, New York, are the architects and James Stewart & Company the 
builders. 
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Exterior of a new branch of the Chatham Phenix National Bank and Trust 
Company, New York, which occupies ‘part of the ground floor in a large office 
building at Hunter avenue and 29th street, Long Island City. 


aa 888 Oe, 


The entire equipment of this new branch of the Chatham Phenix National Bank 

and Trust Company, New York, is modern in design. Banking screen and trim 

are of fumed oak. The base of the screen is of Verdi Antique marble and the 

upper portion of bronze. A modern safe deposit department is a special feature 
of the branch. Holmes and Winslow, New York, were the architects. 
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Home of the new Plaza Trust Company, Fifth avenue at 52nd street, New York. 
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PLAZA TRUST COMPANY OPENS FOR 
BUSINESS 


ITH a paid in capital of $2,- Mr. Cahill was at one time a re- 
000,000 and a surplus of $1, porter on newspapers in New York 
000,000, the new Plaza Trust State and Washington, D. C., and, 


after studying law at Georgetown Uni- 
versity, he spent two years in the office 
of the Comptroller of the Currency 
and three as a national bank examiner. 
He practiced law in Corning, N. Y., 
but after the war entered the Irving 
National Bank in New York City. 
There he became, successively, assistant 
cashier, trust officer, and assistant vice- 
president. He joined the Utica bank 
as president in 1925. 

George F. Parton, originally named 
secretary and treasurer of the com- 
pany, was, on December 20, appointed 
a vice-president. Mr. Parton was for- 
merly with the Guaranty Trust Com- 
pany of New York. 


Company opened for business Decem- 
ber 5 in a new building at Fifth 
avenue and 52nd street, New York 
City. It occupies one of the largest 
buildings of its kind in New York City, 
as well as one of the most attractive. 

The new bank is equipped with the 
most modern facilities for transacting 
business and is headed by men well 
known in the banking field. 

Michael H. Cahill, president of the 
new company, is president of the New 
York State Bankers Association and, 
prior to joining the Plaza Trust Com- 
pany, was president of the Utica Na- 


tional Bank and Trust Company, of 
Utica, N. Y. 
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Huge vault door leading to the safe deposit department. 


It was manufactured 


and installed by the Mosler Safe Company, Hamilton, Ohio. 


Thor G. Lindstrom is secretary of 
the company and C. W. Cary as 


sistant trust officer. Mr. Lindstrom 
was first appointed assistant secretary, 
and then promoted to secretary when 
Mr. Parton became vice-president. 
One of the outstanding features of 
the bank’s service will be expert advice 
to customers concerning investments. 
Its policy also includes the promotion 
of the interests it already serves rather 
than the acquisition of new clients. 
The board of directors includes the 
following: Herbert L. Aldrich, capital- 
ist; Frederick Brown, real estate; M. H. 
Cahill, president; W. H. Carpenter, 
president Dexter-Carpenter Coal Com- 
pany and president Allied Investors, 
Inc.; Thomas R. Cowell, oil and gas; 
J. Linfield Damon, vice-president United 
Hotels Company of America; O. G. 
Drake, of Moore, Leonard & Lynch; 
W. C. Feathers, president Manufactur- 
ers National Bank, Troy, N. Y.; A. V. 
Frost, vice-president Black, Starr ©& 
Frost; W. J. Green, capitalist, Utica, 


N. Y.; W. H. Johns, president Batten, 
Barton, Durstine & Osborn, Inc.; Fred- 
erick T. Kelsey, Lewis, Garvin & Kel- 
sey, director of New York Title and 
Mortgage Company; George W. Kav 
anaugh, president. George W. Kav 
anaugh, Inc.; E. H. Krom, president G. 
R. Kinney Shoe Company; Richard E. 
LaBarre, president LaBarre Realty Cor- 
poration; Frank A. Mannen, vice’ 
president Marsh & McLennan; Lee W. 
Maxwell, president Crowell Publishing 
Company; W. H. Minton; Edward 
Plaut, president Lehn & Fink; Joel 
Rathbone, vice-chairman National Sur’ 
ety Company and vice-chairman New 
York Indemnity Company; Alexander 
M. Stewart, chairman James Stewart 
& Co.; Frank J. Stoltz, president Long 
Island Lighting Company; Herbert Tur’ 
rell, capitalist; Lazarus White, presi- 
dent Spencer, White & Prentis, Inc.; 
Francis L. Wurzburg, vice-president 
and managing director of Conde Nast: 
H. L. Wynegar, president Commercial 
Credit Corporation. 
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CHECK CLEARING AND COLLECTION 


All phases of check clearing and collection are considered by Walter Earl Spahr in 


The Clearing and Collection of Checks (Bankers Publishing Company, $7.50). 


book contains 580 pages and 25 tables. 


The 


Dr. Spahr is assistant professor of economics 


at New York University. 


OST of the questions involved 
M in this technical and difficult 

phase of Federal Reserve 
banking are covered in this volume, 
which sets forth the elements of this 
problem in detail. 

It contains, necessarily, a large 
amount of historical material. This 
has been grouped together at the front 
of the book, the first half of the 
volume being devoted to the history 
of the use of checks, and the clearing 
and collection of checks during various 


periods in the nation’s monetary _his- 
tory. 

The first chapter, for instance, is de- 
voted to “Nature, Origin, and Use of 


Checks.” There follow chapters on 
clearing and collection, special func- 
tions of clearing-houses prior to 1914, 
and, finally, the history of the 
“Federal Reserve Clearing and Collec- 
tion System.” 

The latter half of the volume in- 
cludes chapters on the par collection 
controversy, the gold settlement fund, 
the computation of reserves, the clear- 
ing-house, bank organization for clear- 
ing and collection, bank clearings as a 
business barometer, and, finally, a re- 
sume of the present system. 

This last, a lengthy chapter, presents 
a summary of the present system for 
the busy reader. It covers in a concise 
manner the working of all the mechan- 
ism used today. Under the discussion 
of the Federal Reserve System are 
treated the intra-district system and the 
inter-district system. The practices 
among banks not connected with the 


Federal Reserve System are also dis- 
cussed in this last chapter. 


* * * 


The Journal of Political Economy, 
in its review of the book, says: “The 
author appears to have gone into the 
whole matter of the collection and 
clearing of checks very minutely and 
has collected a great amount of data. 
Frequent tables and charts aid the 
reader in digesting the material in the 
text. This volume should prove quite 
useful as a reference book on this par- 
ticular phase of money and banking.” 


* + © 


H. Parker Willis, editor of the New 
York Journal of Commerce, professor 
of banking at Columbia University and 
author of The Federal Reserve System, 
in his introduction to the volume says, 
in part: 

“Dr. Spahr’s book may thus be 
recommended, without reservation, to 
the banker who needs the information 
it contains for his professional informa- 
tion, to the academic student of bank- 
ing and currency who has long sought 
for a compact body of available data 
on this subject, and to the legislator 
who must recognize the pressing 
character of the entire collection 
question as well as the probability that 
he must before long act upon it in 
practice in one way or another. It 
should be widely read for its own 
value. But it should receive a still 

(Continued on page 160) 
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SHOP TALK 


ACH month there comes to our 

desk a little booklet called “Adult 
Education and the Library.” Since it 
displayed no vivid colors or modern- 
istic art work, for some months we were 
wont to drop it into the wastebasket. 
Then one day we looked inside and 
since then have become a_ regular 
reader. 


We 


No issue but what suggests some simple 
but hitherto un-thought-of idea. For 
instance, the October number, recently 
come to our attention, tells of a de- 
partment store librarian who gives to 
each new employe books on the mer- 
chandise he is to sell. What an idea 
for the bank librarian! A book on 
general banking first—for instance W. 
H. Kniffin’s The Practical Work of a 
Bank (Bankers Publishing Company, 
$7.50) and later specialized books deal- 
ing with the department in which the 
new employe is working. 


Ye 

For an employe in the new business 
department there are any number of 
good books—The New Business De- 
partment, MacGregor’s Book of Bank 
Advertising, Bank Business Building, 
all of which are published by the 
Bankers Publishing Company. A 
worker in the credit department should 
know the contents of such volumes as 
Bank Credit Methods and Practice, 
Commercial Paper, and the Bank 
Credit Investigator. 


We 


THE plan could be carried out still 
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further by an energetic librarian by 
following up promotions and changes 
in departments among the old em 
ployes, as well as keeping in touch 
with the new ones. 


Ue 


THERE is practically no limit to the 
carrying out of this idea by banks. 
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NEW METHOD FOR CALCULAT- 
ING SECURITIES YIELDS 


Victor F. PALMER is the author and 
the Coast Investor is the publisher of a 
new set of tables making up a new 
method for calculating yields of govern: 
ment and other securities. It is said 
that half a minute only is required to 
find such yields accurately. 

There are seven pages of tables, ar- 
ranged according to price from 96 to 
102. These are divided into thirty- 
second’s according to price and cover 
coupon rates from 3 per cent. to 4% 
per cent. Other rates may be easily 
obtained—for instance, a 6 per cent. 
rate can be obtained by multiplying 
the figure in the 3 per cent. rate col 
umn by two. 

The tables are simple and can be 
easily used after a reading of the in 
structions on the first page. They are 
in convenient book form. 


HISTORY OF SOUTH AUSTRAL- 
IAN SAVINGS BANK 


THE Savings Bank of South Australia, 
Adelaide, has published a book dealing 
with its history and progress in its 
eighty years of existence. It was or’ 
ganized in 1848 and thus celebrated 
its eightieth anniversary last year. A 
short history of: the origin of savings 
banks is followed by the story of the 
opening and growth of the bank, illus 
trated with portraits of former and 
present officers and directors, and fac: 
similes of many of the bank’s historical 
documents. 





Every Bank doing a Savings 
Business Needs this book 


READ THESE CHAPTER 
HEADINGS 


Savings Bank Movement in 
U. S. A. 

Nature and Functions 

Thrift Habit 


Savings Bank as 
Benefactor 


a Public 


Savings Bank as an Institu- 
tion 

Organization 

Management 

The By-Laws 

First Deposit 

Bank and its Depositors 

Deposits 

Withdrawals 

Machine Accounting 

Misc. Deposits and Drafts 

Deposits by Check 

General Orders and Identifi- 


cation 
Alteration of Pass Book 
Teller and his Cash 
Passing of Deposit Ledger 
Posting and Proving 
Testing Time 
The Dividend 
Mortgage Loans 
Bond Amortization 
Audits 
Banking by Mail 
Account of Deceased Persons 
Lost Pass Books 
Advertising 
Dormant Accounts 
Society Accounts 
School Savings Banks 
Insurance 
Finger Print Identification 
Interest on Loans 
Insolvency 


Operation of Savings Depart- 
ment 


(sate revised, brought up-to-date 
and with several completely new chapters 
added, The Savings Bank and Its Practical Work 


is now ready in a new edition. 


Machine accounting, a subject unknown when 
the first edition was published in 1913, is dis- 
cussed in one of the additional chapters; adver- 
tising the savings bank has been completely re- 
written and a wealth of new material added. 
The problem of school savings banks, which has 
also grown in importance, has been taken up to 
a greater extent than hitherto; and a chapter has 
been added also on the operation of a savings 
department in commercial banks. 


THE SAVINGS BANK 


AND ITS 


PRACTICAL WORK 
By 
WILLIAM H. KNIFFIN 


Read the list of chapter headings listed in the 
column to the left and see how completely Mr. 
Kniffin has covered every phase of savings bank 
organization, operation and management. 


But don’t take our word for all this. Fill out 
the coupon below and examine the book at your 
own desk at our risk and expense. 


USE THIS COUPON 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, 


New York, N. Y. 


You may send me on 5 days’ approval a copy of 
Kniffin’s THE SAVINGS BANK AND ITS PRACTICAL 
WORK. If I find the book satisfactory I will send you 
check for $7.50. If not I will return within 5 days of 
receipt. 























NEw YorK AND Boston BANK STOCKS. 
By Bradford Dorr. Cambridge, 
Mass.: Investment Trust Analyst. 
$2.15. 


AN interesting comparison between com- 
mon stocks in general, bonds, preferred 
stocks, New York bank stocks, and 
bank stocks in a typical city outside of 
New York (Boston), in regard to their 
investment value is made in this vol- 
ume, the data for which were compiled 
by graduate and undergraduate students 
of the Harvard Graduate School of 
Business Administration. 

The purpose of the study, according 
to the author, is “to measure the degree 
of superiority of common stocks over 
bonds and preferred stocks in terms of 
an investment of $1000 in each of the 
three mediums; to determine whether 
New York bank stocks have proved 
safer and more profitable than common 
stocks in general, or than stocks of 
banks in a typical city outside of New 
York in particular; and, if so, to meas- 
ure the degree of superiority and dis- 
cuss the reasons why it exists.” 

Still more important to the reader is 
the answer to the question whether one 
may depend upon the record of the 
past as a guide to the future. 

The volume is made up of five 
chapters—The Problem; The Solution; 
The Shrinking Dollar; Reasons Why; 
and Recommendations. Under the last 
heading the subject of investment trusts 
is taken up, and these are considered 
in the appendix. which also contains 
brief sketches of the banking institu- 
tions included in the study, a study of 
the railroads in 1907, and _ statistical 
methods and tables. 























































































































































































































Munpy’s EARNING POWER OF RAIL’ 
ROADS. 1928. By Floyd W. Mundy. 
New York: James H. Oliphant & Co. 


IMPORTANT statistics and other facts re- 
lating to the earning power and to the 
securities of railroads are presented in 
this volume, which is arranged in con- 
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venient form for reference. The sta- 
tistics given are for practically all of 
the important railroads in the United 
States, in addition to a few others the 
securities of which are known to Amer- 
ican investors. 

The introductory chapters explain 
the fundamental principles which must 
be applied by the investor, while the 
latter part of the book is filled with 
statistics regarding earnings, mileage, 
capitalization, tonnage, etc., with which 
a prospective investor should be ac 
quainted. 


THE Story oF Law. By John M. Zane. 
New York: Ives Washburn. 


In the ordinary sense this is not a law 
book, dry as such productions usually 
are, but a connected story, told if not 
in popular language in that which is 
non-technical. It traces the rise and 
development of law from the most 
primitive times up to the present, show- 
ing how law has progressed in response 
to social needs. The history of the de- 
velopment of the jury system is of 
special interest at this time when there 
is much discussion of methods to im- 
prove that system. There are many in- 
teresting accounts of famous legal con- 
troversies, some of them constituting 
historical landmarks. 

“The Story of Law” is entertaining 
reading, but more than that it is in: 
structive as furnishing a guide to the 
understanding of the framework of 
human society. James M. Beck, former 
Solicitor-General of the United States, 
contributes a laudatory introduction to 


the book. 


CENTRAL BANKS. By C. H. Kisch and 
W. A. Elkin. New York: The Mac- 


mitlan Company. 


At this time, when central banking is 
coming to be so much studied in this 
country, a work on central banks is 
especially welcome. We are just be 
ginning to realize that the Federal Re- 


serve System is a form of central bank- 
ing, though differing in some important 
respects from the systems prevailing in 
Europe and other countries. 

The set-up of the various central 
banks is given, the methods of adminis- 
tration and the functions of these in- 
stitutions explained, and the main pro- 
visions of the laws and regulations gov- 
erning the principal central banks are 
given. A chapter on central bank co- 
operation will be found instructive in 
view of recent discussion of such action 
in the United States and elsewhere. 

In an introduction by Montague 
Norman, Governor of the Bank of 
England, the book is commended to 
bankers and students and to all who 
are interested in financial reconstruction. 


THE STORY OF EDDYSTONE 


THE Baldwin Locomotive Works has 
issued an interesting book in celebra- 
tion of the final movement of its entire 
plant from Philadelphia to Eddystone. 
The book is called “The Story of 
Eddystone” and reviews the various 
steps in the erection of the plant at 
Eddystone, the moving from Philadel- 
phia, etc. 


NEW EDITION INTERNATIONAL 
BANKING DIRECTORY OUT 


THE 1928-29 edition of the Interna- 
tional Banking Directory, containing 
the latest information on leading banks 
of the world, is ready for distribution. 
The directory is compiled annually in 
order to give bankers concise informa- 
tion about important banks that are 
engaged in international banking trans- 
actions. The arrangement is geograph- 
ical, United States banks being listed 
first according to states, the British Em- 
pire second; and the remaining coun- 
tries of the world alphabetically in the 
third section. 

A general description of the bank- 
ing and monetary system precedes the 
naming of the banks of each country. 


Such data as officers, figures, corre- .. 


spondents, etc., are given about each 
bank. There are also maps of the 
principal countries, a complete alpha- 


TAPE READERS PUZZLED. 


“Buyers’ 30’ Sends Them to Text- 
books—Record: Rare on Ticker. ree 
Many of the younger men in Wall |. 

Street were surprised yesterday 

afternoon when ‘buyers’ 30’ ap- 

peared on the ticker tape, and there 
was a scramble for textbooks with 
which to: solve the puzzle. The 
phrese appeared in connection with 
a sale of a 30-day option of 2,000 
shares of Briggs Body at 62%. 
a {i 


PUZZLES 


Like the Above are all Solved 


in the 


Encyclopedia 
of 


Banking 
and 


Finance 


T describes more than 3000 terms 

relating to money, credit, banking 
practice and history, law, accounting 
and organization, foreign exchange, 
trusts, investments, speculation, mar- 
kets and brokerage ; and includes the 
text of such important legislation as 
the McFadden Act, Federal Reserve 
Act, Federal Farm Loan Act, National 
Bankruptcy Act, etc. 


The information is alphabetically ar- 
ranged, and a bibliography is given 
with each important topic, referring 
the reader to various sources from 
which he can obtain more detailed in- 
formation. 


The Encyclopedia is indispensable to 
the bank executive. 


Price $10.00 


Sent on approval to any bank 
or banker 


Bankers Publishing Co. 
71 Murray Street 
New York 
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New York 
and Boston 
Bank Stocks 


By BRADFORD DORR 
aOuN@s 


“A valuable contribution to the 
literature in this limited field.” 
Craig B. Hazitewoop, President, 
American Bankers Association. 


“There is nothing to criticize in the 
entire work so far as I can see for 
your conclusions have been reached 
after the presentation of the figures.” 

—Markx A. Noste, President, 

«[ssociation of Bank Stock Dealers, 


“The volume is replete with interest 
and will be startling to most readers. 
It is, in my opinion, a contribution 
of substantial value.” 

—P. R. Witirams, Vice-President, 


Bank of Italy. 


“The book is extremely well done 
and I hope sincerely that it will fall 
into the hands of many people who 
never before thought of buying bank 
stocks. I know that if it falls into 
the hands of experienced bank stock 
buyers they will read it with a great 
deal of interest.” 

—W. H. Woopwarp, 
Author of “Profits in Bank Stocks.” 


“The book is especially free from 
technical terms, and the aim of the 
author is clearly to make it under- 
standable to the average reader, and 
not alone to veteran investors who 
are familiar with many of the mysti- 
fying terms of modern finance.” 

—Tue Boston HERA. 


One” 


INVESTMENT ‘TRUST 
ANALYST, INC. 
1430 Massachusetts Ave. 


Boston, Mass. 


$2.00 


Postpaid 


betical index of banks listed, a map 
index, advertisers’ index, etc. 

The book is priced at $10 and will 
be sent on approval to any bank or 
banker by its publishers, the Bankers 
Publishing Company, 71 Murray street, 
New York. 


NEW BOOKS 


EssENTIALS OF Cost ACCOUNTING. 
By Luey Earle Cleveland Amidon 
and Theodore Lang. New York: 
Ronald Press. $4.65. 


INVESTMENT PRINCIPLES AND PRAC 
Tices. By Ralph Eastman Badger. 
New York: Prentice-Hall. $6.15. 


ANALYSIS OF RAILROAD SECURITIES; 
A Guide to the Determination of In- 
vestment Values. By Jules Irwin 
Bogen. New York: Ronald Press. 
$6.15. 


AMERICAN INVESTMENT TRUSTS. By 
John Francis Fowler, Jr. New York: 
Harper. $5.15. 


CorPORATION FINANCE (sixth edition). 
By Edward Sherwood Mead. New 
York: Appleton. $3.15. 


THE New Way To Net Prorits. By 
Fred W. Shibley. New York: Har- 
per. $3.15. 


ELEMENTARY ACCOUNTING. By Frank 
Hatch Streightoff. New York: Har- 
per. $3.65. 


Wits. By Gilbert Thomas Stephen- 
son. New York: F. S. Crofts. $3.15. 
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(Continued from page 155) 
wider attention, and it should be still 
more extensively studied, as an intro’ 
duction to the practical problem of 
providing and rendering permanent an 
effective system for the clearance and 
collection of checks throughout the 
United States, and hence of economiz’ 
ing our specie and rendering effective 
our whole system of banking.” 





